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,,1752’8&7,21
7KH 6WDWH (QYLURQPHQWDO 3ROLF\ LV D VWUDWHJLF DQG ELQGLQJ GRFXPHQW IRU WKH
SUHSDUDWLRQ RI GHWDLOHG SURJUDPPHV IRU LQGLYLGXDO HQYLURQPHQWDO PHGLD DQG IRU WDFNOLQJ
LQGLYLGXDOHQYLURQPHQWDO LVVXHV7KHVHSURJUDPPHVDUH VHWRXW LQ VSHFLILF WHUPV DOORFDWLQJ
UHVSRQVLELOLWLHVDQGZLWKVSHFLILFWLPHVFDOHV
7KH 6WDWH (QYLURQPHQWDO 3ROLF\ GRHV QRW DGGUHVV LVVXHV UHODWHG WR WKH HQYLURQPHQW
RQO\LQWKHWUDGLWLRQDOQDUURZHUVHQVHRIWKHZRUG7KHGRFXPHQWDOVRVHWVRXWREMHFWLYHVIRU
WKH LQWHJUDWLRQ RI HQYLURQPHQWDO FRQFHUQV LQWR VHFWRUDO SROLFLHV DQG PHDQV IRU WKHLU
LPSOHPHQWDWLRQ LQ VHFWRUV LQFOXGLQJ DPRQJ RWKHUV HQHUJ\ UDZ PDWHULDOV WUDQVSRUW DQG
DJULFXOWXUH7KH6WDWH(QYLURQPHQWDO3ROLF\WKXVFRQVWLWXWHVDKLJKO\LQWHJUDWHGGRFXPHQWDQG
RQHWKDWLVRIIXQGDPHQWDOLPSRUWDQFHWRWKH*RYHUQPHQW
$WWKHSUHVHQWWLPHLWLVDERYHDOOQHFHVVDU\WRKDUPRQLVHWKHVSHFLILFSULRULWLHVRIWKH
&]HFK5HSXEOLFZLWKWKHUHTXLUHPHQWVUHODWHGWRWKHH[SHFWHGDFFHVVLRQRIWKHFRXQWU\WRWKH
(XURSHDQ8QLRQ 7KH 6WDWH (QYLURQPHQWDO 3ROLF\ 6(3 LV WKHUHIRUH GLUHFWO\ OLQNHG WR WKH
1DWLRQDO3URJUDPPHIRUWKH3UHSDUDWLRQRIWKH&5IRU0HPEHUVKLSLQWKH(8WKH7LPHWDEOH
IRU 7UDQVSRVLWLRQ RI $FTXLV &RPPXQDXWDLUH DQG ZLWK WKH FRXQWU\¶V 6WDWH 1DWXUH DQG
/DQGVFDSH3URWHFWLRQ3URJUDPPHVHH$QQH[
7KH6(3FRQWDLQVILUVWDQDQDO\VLVRIWKHFXUUHQWVWDWHRIWKHHQYLURQPHQWRQWKHEDVLV
RIZKLFK LW VHWV RXW LQ VSHFLILF WHUPV WKHPDLQ GLUHFWLRQV RI HQYLURQPHQWDO SROLF\ RYHU WKH
SHULRGIURPWR,QWKLVZD\LW LQLWLDWHVDV\VWHPDWLFDSSURDFKWRWKHUHVROXWLRQRI
VWUDWHJLF HQYLURQPHQWDO LVVXHV%HFDXVHRI WKH UDSLG UDWHRIGHYHORSPHQWV LQ HQYLURQPHQWDO
LVVXHVWKH6(3ZLOOEHXSGDWHGHYHU\\HDUV
7KH6WDWH(QYLURQPHQWDO3ROLF\ZDVGHYHORSHGRQ WKHEDVLV RI EURDGGLVFXVVLRQ DV
WKHUHVXOWRILQWHUPLQLVWHULDOPHHWLQJVDWDOOOHYHOVDQGWDNLQJLQWRDFFRXQWH[SHULHQFHDEURDG
0HPEHUVRIWKHJHQHUDOSXEOLFZLWKVSHFLILFH[SHUWLVHDVZHOODVWKRVHVLPSO\ZLWKDQLQWHUHVW
LQWKHHQYLURQPHQWDOVRSOD\HGDQLPSRUWDQWUROHLQLWVIRUPXODWLRQ
7KLV HQYLURQPHQWDO SROLF\ IUDPHZRUN UHVXOWV IURP WKH &]HFK 5HSXEOLF¶V &5¶V
LQWHUHVWLQLPSURYLQJWKHTXDOLW\RIWKHHQYLURQPHQWDQGLQUHDOLVLQJVXVWDLQDEOHGHYHORSPHQW
RQ D JOREDO VFDOH 7KH&5 DFFHSWV LWV SRUWLRQ RI UHVSRQVLELOLW\ IRU WKH VWDWH RI WKH (DUWK¶V
HQYLURQPHQW LVSDUWLFLSDWLQJLQLQWHUQDWLRQDOFRRSHUDWLRQDQG WKURXJKERWKDFWLYLWLHVZLWKLQ
LWV WHUULWRU\ DQG VXSSRUW IRU DFWLYLWLHV LQ RWKHU DUHDV LV FRQWULEXWLQJ WR WKH UHVROXWLRQ RI
H[LVWLQJLVVXHV
,(QYLURQPHQWDO3ROLF\LQWKH0LG1LQHWLHV
7KH *RYHUQPHQW RI WKH &]HFK 5HSXEOLF DSSURYHG WKH ODVW FRPSUHKHQVLYH 6WDWH
(QYLURQPHQWDO3ROLF\KHUHLQDIWHU6(3LQXQGHUTXLWHGLIIHUHQWSROLWLFDOHFRQRPLFDQG
LQWHUQDWLRQDOFRQGLWLRQV
$WWKDWWLPHWKHGHYHORSPHQWRIWKH6(3ZDVFKDUDFWHULVHGLQSDUWDWOHDVWE\DSHDN
RI HXSKRULD RYHU WKH SURJUHVV RI HFRQRPLF WUDQVIRUPDWLRQ 7KH HQYLURQPHQWDO SROLF\
DSSURYHGDWWKDWWLPHGLGQRWDGHTXDWHO\UHIOHFWWKHWKHQOHYHORINQRZOHGJHRIWKHVWDWHRIWKH
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

HQYLURQPHQWDQGDVVRFLDWHGSUREOHPV7KHGRFXPHQWHYHQDPRXQWHGWRDQHJOHFWLRQRIVRPH
PRGHUQSULQFLSOHVRIHQYLURQPHQWDOSURWHFWLRQDQGWKLVIDLOXUHZDVVXEVHTXHQWO\UHIOHFWHGLQ
WKHQHZHQYLURQPHQWDOOHJLVODWLRQFUHDWHGDWWKHWLPH
)XUWKHUPRUH WKH  6(3 UHIOHFWHG RQO\ YHU\ GLPO\ WKH FRQFOXVLRQV RI WKH 81
&RQIHUHQFHRQWKH(QYLURQPHQWDQG’HYHORSPHQWKHOGLQLQ5LRGH-DQHLUR,WHQGRUVHG
WKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQWRQO\YDJXHO\DQGLQGLUHFWO\DQGGLGQRWDFKLHYHWKH
UHFRPPHQGHGLQWHJUDWLRQEHWZHHQHQYLURQPHQWDODQGRWKHUVHFWRUDOSROLFLHV7KLVFRQFHSWXDO
DSSURDFKZDVQRWHYHQFRQVLVWHQWZLWKWKHWKHQKHOGYLHZWKDWLQWHUIHUHQFHE\WKHVWDWHLQWKH
PDUNHWHQYLURQPHQWLVXQGHVLUDEOH
,PSOHPHQWDWLRQ RI WKH  6(3 ZDV FKDUDFWHULVHG E\ WKH XVH RI OHJLVODWLYH
LQVWUXPHQWVWKHQHZHQYLURQPHQWDOODZVRI7KLVKDVLQGLVSXWDEO\OHGWRDGHFUHDVH
LQHPLVVLRQVWRDLUDQGLQSROOXWLQJGLVFKDUJHVWRZDWHU7KLVVLJQLILFDQWLPSURYHPHQWLQWKH
HQYLURQPHQWZDVYHU\H[SHQVLYHDQGZDVDFKLHYHGSULPDULO\WKURXJKµHQGRISLSH¶SROOXWLRQ
FRQWUROPHDVXUHV7KLVXSGDWHG6(3LVWKHUHIRUHFRQFHUQHGZLWKLPSURYLQJWKHHIILFLHQF\RI
HQYLURQPHQWDOPHDVXUHV SROOXWLRQ SUHYHQWLRQ WKURXJK FKDQJHV LQ LQGXVWULDO SURFHVVHV DQG
JUHDWHULPSOHPHQWDWLRQRIYROXQWDU\LQVWUXPHQWVDVWKHUHVXOWRIDFRRSHUDWLYHDSSURDFKE\WKH
0LQLVWU\RIWKH(QYLURQPHQWDQGLQGXVWU\DQGEXVLQHVV
,7KH1HZ6WDWH(QYLURQPHQWDO3ROLF\DWWKH(QGRIWKH1LQHWLHV
7KH FXUUHQW *RYHUQPHQW KDV UHYLVLWHG WKH 6WDWH (QYLURQPHQWDO 3ROLF\ EHFDXVH LW LV
DZDUHRIWKHQHFHVVLW\RIIXOOFRPPLWPHQWWRDSROLF\RIVXVWDLQDEOHGHYHORSPHQWDQGRWKHU
SULQFLSOHVGHULYHGIURPLW ,QDFFRUGDQFHZLWK WKH*RYHUQPHQW’HFODUDWLRQ$XJXVW LW
ZLVKHVWRGHPRQVWUDWHWRFLWL]HQVLQVWLWXWLRQVDQGWKHLQWHUQDWLRQDOFRPPXQLW\WKDWLWLVDZDUH
RILWVVRYHUHLJQUHVSRQVLELOLW\IRUWKHVWDWHRIWKHHQYLURQPHQWLQWKLVFRXQWU\DQGRILWVMRLQW
UHVSRQVLELOLW\ IRU WKH VWDWH RI WKH HQYLURQPHQW LQ (XURSH DQG WKH HQWLUH SODQHW 7KURXJK
DSSURYLQJ WKLV6WDWH(QYLURQPHQWDO3ROLF\ WKH*RYHUQPHQW DFFHSWV WKLV UHVSRQVLELOLW\ DQG
WKURXJKLWVPHPEHUVWUDQVIHUVLWWRDOOWKHFHQWUDOERGLHVRIWKHVWDWHDGPLQLVWUDWLRQ
7KH *RYHUQPHQW FDQQRW SURYLGH IRU WUDQVLWLRQ WR D SDWKZD\ RI VXVWDLQDEOH
GHYHORSPHQWE\LWVHOI7KH6(3LV WKHUHIRUHDQDSSHDO WR WKHJHQHUDOSXEOLF%RWKDJHQHUDO
PHFKDQLVPDQGDWWKHVDPHWLPHDQREMHFWLYHRIWKH6(3FRQVLVWVLQIDYRXUDEOHFKDQJHVLQWKH
DFWLRQV RI LQGLYLGXDOV LQ WKHLU UROHV DV SURGXFHUV FRQVXPHUV FLWL]HQV DQG YLVLWRUV WR WKH
QDWXUDODQGPDQPDGHHQYLURQPHQWVXSSRUWIURPIXUWKHUHFRQRPLFDGPLQLVWUDWLYHDQGVHOI
JRYHUQLQJ HQWLWLHV FLYLF DVVRFLDWLRQV WKH FKXUFK DQG RWKHU DVVRFLDWLRQV LQ WKHLU HIIRUWV WR
LPSURYH WKH DSSURDFK WR WKH HQYLURQPHQW VXSSRUW IRU VFLHQFH D V\VWHPDWLF DSSURDFK WR
HGXFDWLRQ DQG GHYHORSPHQW RI FXUUHQW DQG IXWXUH JHQHUDWLRQV DQG EURDGHU LQWHUQDWLRQDO
FRRSHUDWLRQ
7KH FXUUHQWO\ XQVDWLVIDFWRU\ TXDOLW\ RI WKH HQYLURQPHQW LQ QXPHURXV DUHDV WKH
SUHSDUDWLRQ RI WKH &]HFK 5HSXEOLF IRU DFFHVVLRQ WR WKH (XURSHDQ 8QLRQ WKH LQFUHDVLQJ
WHQVLRQ FDXVHG E\ JOREDO HQYLURQPHQWDO FKDQJHV DQG LQWHUQDWLRQDO FRRSHUDWLRQ WKURXJK WKH
2UJDQLVDWLRQIRU(FRQRPLF&RRSHUDWLRQDQG’HYHORSPHQWDOVRUHTXLUHWKH6(3WREHXSGDWHG

&KDUDFWHUL]HGSDUWLFXODUO\E\WKHERRN‡7KH(QYLURQPHQWRIWKH&]HFK5HSXEOLF·$FDGHPLDE\
%0ROGDQHWDODQGWKHVRFDOOHG‡5DLQERZ3URJUDPPH·‡3URJUDPPHRI(QYLURQPHQWDO5HFRYHU\IRUWKH&5
–·0R(&5
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

)RUWKHVHUHDVRQVLWLVHVVHQWLDO
x WRDFKLHYHDIXUWKHULPSURYHPHQWLQWKHTXDOLW\RIWKHHQYLURQPHQWDVDZKROHDQGLQWKH
VWDWHRILWVFRPSRQHQWSDUWVHQYLURQPHQWDOPHGLD
x WR LPSOHPHQWWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQWDQGWR LQFRUSRUDWHHQYLURQPHQWDO
FRQVLGHUDWLRQVLQWRVHFWRUDOSROLFLHVDQGLQWRHQYLURQPHQWDOHGXFDWLRQWUDLQLQJDQGSXEOLF
DZDUHQHVVLHWRDFKLHYHLQWHJUDWLRQEHWZHHQWKHVHSROLFLHV
 ,Q WKH SHULRG  WKH 2(&’ FDUULHG RXW D UHYLHZ RI WKH SHUIRUPDQFH RI
HQYLURQPHQWDO SROLFLHV LQ WKH &]HFK 5HSXEOLF 7KLV LV DW SUHVHQW WKH KLJKHVW DQG PRVW
LQGHSHQGHQWDVVHVVPHQWRIWKHHQYLURQPHQWDODFWLYLWLHVRIDJLYHQFRXQWU\,QWKHILUVWF\FOHRI
DVVHVVPHQWV WKH &]HFK 5HSXEOLF ZDV WKH UG FRXQWU\ RI WKH 2(&’ WR XQGHUJR WKLV
SURFHGXUH7KHFRQFOXVLRQVDQGUHFRPPHQGDWLRQVRIWKH2(&’(QYLURQPHQWDO3HUIRUPDQFH
5HYLHZHPSKDVLVHGWKHIROORZLQJSRLQWV LQUHODWLRQWR WKH LPSOHPHQWDWLRQRIHQYLURQPHQWDO
SROLFLHV
x FRQWLQXH LQ WKH WUDGLWLRQRI WKH5DLQERZ3URJUDPPHRIDQG WKH6(3RIDQG
GHYHORSWKRVHDUHDVWKDWUHPDLQHGQHJOHFWHGIRUDEURDGYDULHW\RIUHDVRQV
x VHWTXDQWLILHGWDUJHWVDQGWLPHWDEOHVIRUDFKLHYLQJWKHVHWDUJHWVLQUHODWLRQWRSUHSDUDWLRQ
IRUDFFHVVLRQWRWKH(XURSHDQ&RPPXQLW\
x LPSURYH LQIRUPDWLRQ DQG GDWD RQ WKH VWDWH RI WKH HQYLURQPHQW HJ IRU ZDVWH DQG
H[SHQGLWXUHVIRUHQYLURQPHQWDOSURWHFWLRQLQFRQQHFWLRQZLWK$FW1R&ROORQ
WKHULJKWWRHQYLURQPHQWDOLQIRUPDWLRQ
x WKHQHFHVVLW\IRUDWUDQVLWLRQIURPDPHGLDVSHFLILFDSSURDFKWRHQYLURQPHQWDOSURWHFWLRQ
WKHYHUWLFDODSSURDFK WRKRUL]RQWDO DSSURDFKHV VXFKDV ,QWHJUDWHG3ROOXWLRQ3UHYHQWLRQ
DQG&RQWURO ,33& HQYLURQPHQWDOPDQDJHPHQW V\VWHPV DQG DVVRFLDWHG DXGLWV HJ WKH
(FR0DQDJHPHQWDQG$XGLW6FKHPH–(0$6HWF
x VXEVWDQWLDOO\ VWUHQJWKHQ HQIRUFHPHQW RI FRPSOLDQFH ZLWK HQYLURQPHQWDO OHJLVODWLRQ DQG
PRQLWRULQJRIFRPSOLDQFH
x LQFUHDVH WKH FDSDFLW\ RI WKH 0LQLVWU\ RI WKH (QYLURQPHQW SDUWLFXODUO\ LQ WKH DUHD RI
HFRQRPLFDQDO\VHVLQUHODWLRQWRHQYLURQPHQWDOLVVXHV
 ,QDOOSUREDELOLW\ WKHPRVW LPSRUWDQWVLQJOHSULQFLSOHRI WKHHQYLURQPHQWDOSROLF\RI
WKH(XURSHDQ8QLRQDWWKHSUHVHQWWLPHLVWKHLQFRUSRUDWLRQRIHQYLURQPHQWDOFRQVLGHUDWLRQV
LQWRVHFWRUDOSROLFLHV7KLVZDVFRQILUPHGDWWZR(XURSHDQ8QLRQVXPPLWVLQ&DUGLIIDQGLQ
9LHQQD LQ  $Q HVVHQWLDO UROH LV SOD\HG E\ WKH 0LQLVWU\ RI WKH (QYLURQPHQW LQ
LQIOXHQFLQJDQGSDUWLFLSDWLQJLQWKHFUHDWLRQRI LQGXVWULDOHQHUJ\ WUDQVSRUWDJULFXOWXUDODQG
RWKHUSROLFLHVDQGLQDOOFKDQJHVWKDWUHVXOWIURPWKHLUSUDFWLFDOLPSOHPHQWDWLRQ7KHZHDNRU
LQFRQVLVWHQWLPSOHPHQWDWLRQRIHQYLURQPHQWDOFULWHULDLQWKHSUHSDUDWLRQDQGLQLWLDOVWDJHVRI
ODUJHSURMHFWV LQ WKHVDQGV LQDUHDVPDQDJHGE\RWKHUPLQLVWULHVRU VHFWRUVPXVW
QRZ EH UHPHGLHG DQG WKH 0R( PXVW SURYLGH IRU EURDGHU DQG GHHSHU LPSOHPHQWDWLRQ RI
HQYLURQPHQWDOOHJLVODWLRQHJLQWKHHQYLURQPHQWDOLPSDFWDVVHVVPHQWSURFHVV(,$
 7KHLQFRUSRUDWLRQRIHQYLURQPHQWDOUHTXLUHPHQWVLQVHFWRUDOSROLFLHVDOVRUHTXLUHVWKH
FRQVWDQW UHILQHPHQW RI D VHW RI HQYLURQPHQWDO LQGLFDWRUV WKDW UHIOHFW WKH FRQVHTXHQFHV RI
LQGLYLGXDOVWUDWHJLHVDQGZKLFKDUHHVWDEOLVKHGRQWKHEDVLVRISXEOLFGLVFXVVLRQ
 7UHQGV LQ WKHHQYLURQPHQWDQG WKH IDFWRUV WKDWDIIHFW LWPXVW WKHUHIRUHEHPRQLWRUHG
DQGHYDOXDWHGRQWKHEDVLVRIFRQVLVWHQWFRPSUHKHQVLEOHDQGTXDQWLILHGLQGLFDWRUVWKDWFDQEH
FRPSDUHG RYHU WLPH ,W LV DOVR HVVHQWLDO WR UHODWH WKHVH LQGLFDWRUV WR RWKHU SDUDPHWHUV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

RIHFRQRPLFGHYHORSPHQWDQGWRFRPSDUHWKHPZLWKHFRQRPLFDQGHQYLURQPHQWDOLQGLFDWRUV
LQRWKHU(XURSHDQVWDWHVWRZKLFKWKLVFRXQWU\DVSLUHVWREHFRPSDUDEOH
 7KLV 6(3 RI WKH &]HFK 5HSXEOLF LV DOVR LQWHQGHG DV WKH EHJLQQLQJ RI FRQVLVWHQW
V\VWHPDWLF FRRSHUDWLRQ ZLWK WKH SURIHVVLRQDO DQG OD\ SXEOLF DOLNH DW DOO OHYHOV RI SXEOLF
DGPLQLVWUDWLRQ DQG FLYLF OLIH WDNLQJ LQWR DFFRXQW ORFDO JRYHUQPHQW DQG WUDQVIHUULQJ MRLQW
UHVSRQVLELOLW\ WRLW5HIRUPRISXEOLFDGPLQLVWUDWLRQKDVWKHSRWHQWLDO WR LQFUHDVHJUHDWO\ WKH
HIILFLHQF\DQGVHQVHRISXUSRVHLQHQYLURQPHQWDOSURWHFWLRQ$WWKHVDPHWLPHLWSUHVXSSRVHV
PXWXDOO\ SRVLWLYH LQWHUDFWLRQ EHWZHHQ HPSOR\PHQW VRFLDO GHYHORSPHQW HQYLURQPHQWDO
SURWHFWLRQDQGUHJLRQDOGHYHORSPHQW
 7KLVSROLF\ZLOOUHTXLUHDQRSHQDSSURDFKWRLQIRUPDWLRQFRRSHUDWLRQZLWKEXVLQHVV
FLWL]HQVFLYLFDVVRFLDWLRQVDQGPRYHPHQWVDQGEHWZHHQPLQLVWULHVLQHIIHFWLYHO\DGGUHVVLQJ
HQYLURQPHQWDOLVVXHV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\
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,,*HQHUDO&RQGLWLRQV
,,’HPRFUDWLF&KDQJHV
 $JUHDWPDQ\GHPRFUDWLFFKDQJHVKDYHEHHQDFKLHYHG LQ WKH&]HFK5HSXEOLF LQ WKH
SHULRG IROORZLQJ 1RYHPEHU  DQG WKHVH KDYH SRVLWLYHO\ LQIOXHQFHG WKH DSSURDFK WR
GHDOLQJZLWK HQYLURQPHQWDO LVVXHV$ ODUJH QXPEHU RI QRQJRYHUQPHQWDO RUJDQLVDWLRQV KDYH
EHHQ FUHDWHG WKH\ FXUUHQWO\ QXPEHU DERXW  DORQJ ZLWK FLYLF DVVRFLDWLRQV WKDW DUH
IUHTXHQWO\ YHU\ HIIHFWLYHO\ HQJDJHG LQ HQYLURQPHQWDO SURWHFWLRQ DQG HGXFDWLRQ 7KH\ KDYH
EHFRPHDQLPSRUWDQWSDUWRIWKHHYROYLQJFLYLFVRFLHW\DQGDIRUFHWKDWLQPDQ\FDVHVH[WHQGV
EH\RQG MXVW HQYLURQPHQWDO SURWHFWLRQ WR DVVLVW LQ WKH FUHDWLRQ RI WKH FRQVFLRXVQHVV RI D
IXQFWLRQLQJ GHPRFUDWLF VWDWH ,Q VSLWH RI WKHVH GHPRFUDWLF FKDQJHV KRZHYHU D QXPEHU RI
VHULRXVLQDGHTXDFLHVKDYHEHHQUHVROYHGWRRVORZO\GXULQJWKLVSHULRGDQGVRPHFRQWLQXHWR
WKHSUHVHQWGD\

,,,QVWLWXWLRQVDQGWKHLU’HYHORSPHQW
 $Q XQGRXEWHG PLOHVWRQH ZDV PDUNHG E\ WKH FUHDWLRQ RI WKH VWDWH LQVWLWXWLRQV IRU
HQYLURQPHQWDO SURWHFWLRQ ,Q WKH \HDUV IURP  WKH )HGHUDO &RPPLWWHH IRU WKH
(QYLURQPHQW ZRUNHG VXFFHVVIXOO\ XQGHU WKH OHDGHUVKLS RI0LQLVWHU -RVHI 9DYURXªHN LQ DQ
LQWHUQDWLRQDO DQG OHJDO IUDPHZRUN WKH IRUPHU FKDUDFWHULVHG E\ WKH VRFDOOHG ’REtª
,QLWLDWLYH ’XULQJ WKLV WLPH WKH 0LQLVWU\ RI WKH (QYLURQPHQW WKH &]HFK (QYLURQPHQWDO
,QVSHFWRUDWHDQGWKH6WDWH(QYLURQPHQWDO)XQGZHUHHVWDEOLVKHG
 7KH QHZO\ FUHDWHG &]HFK (QYLURQPHQWDO ,QVWLWXWH SURYLGHG D IRXQGDWLRQ RI
SURIHVVLRQDO H[SHUWLVH DV GLG WKH &]HFK +\GURPHWHRURORJLFDO ,QVWLWXWH WKH 7*0 :DWHU
0DQDJHPHQW5HVHDUFK,QVWLWXWHWKH&]HFK*HRORJLFDO,QVWLWXWH*HRIRQG&5WKH*HRORJLFDO
)XQG WKH&]HFK1DWXUH3URWHFWLRQ ,QVWLWXWH WKH+RUWLFXOWXUDO5HVHDUFK ,QVWLWXWHDQGVRPH
SDUWVRIWKH&]HFK$FDGHP\RI6FLHQFHVDQGYDULRXVXQLYHUVLWLHV,PSRUWDQWQRQJRYHUQPHQWDO
DQG SURIHVVLRQDO RUJDQLVDWLRQV ZHUH IRUPHG VXFK DV WKH %XVLQHVV &RXQFLO IRU 6XVWDLQDEOH
’HYHORSPHQW DQG WKH &]HFK (QYLURQPHQWDO0DQDJHPHQW &HQWUH +XQGUHGV RI LQGLYLGXDOV
ZHUHFHUWLILHGWRSUHSDUHGRFXPHQWVDQGH[SHUWUHSRUWVRQHQYLURQPHQWDOLPSDFWDVVHVVPHQW
GR]HQV RI FHUWLILHG ODERUDWRULHV ZHUH HVWDEOLVKHG DQG PDQ\ FRPSDQLHV JRW LQYROYHG ZLWK
HQYLURQPHQWDO WHFKQRORJLHV &RQWURO RI WKH WUDQVERXQGDU\ PRYHPHQW RI SURWHFWHG DQG
HQGDQJHUHGVSHFLHVRIIORUDDQGIDXQDLPSURYHGDVGLGFRQWURORIZDVWHPRYHPHQWV
 ,QDGGLWLRQWRWKHH[LVWLQJ.UNRQRªH1DWLRQDO3DUN WKHâXPDYDDQG3RG\Mt1DWLRQDO
3DUNVZHUHHVWDEOLVKHGDQGSUHSDUDWLRQVDUHEHLQJPDGHIRUWKHýHVNpâYŒFDUVNRVRFDOOHG
µ&]HFK 6ZLW]HUODQG¶ DUHD WR EH GHFODUHG D 1DWLRQDO 3DUN 7KH QXPEHU RI 3URWHFWHG
/DQGVFDSH $UHDV 3/$V LQFUHDVHG WR  DQG D 3/$ $GPLQLVWUDWLRQ RI WKH &5 ZDV
HVWDEOLVKHG DV DQ HQWLW\ VHSDUDWH IURP WKH 1DWXUH DQG /DQGVFDSH 3URWHFWLRQ $JHQF\ ZLWK
ZKLFKLWRULJLQDOO\IRUPHGWKH&]HFK1DWXUH3URWHFWLRQ,QVWLWXWLRQ

,,/HJDO%DVLV
 $ NH\ UROH ZDV SOD\HG E\ WKH GHYHORSPHQW RI HQYLURQPHQWDO OHJLVODWLRQ DW WKH
EHJLQQLQJRIWKHV7KLVOHJLVODWLYHIUDPHZRUNUDQJHVIURP$UWLFOHRIWKH&RQVWLWXWLRQ
RI WKH &5 ZKLFK UHTXLUHV WKULIW\ H[SORLWDWLRQ RI QDWXUDO UHVRXUFHV DQG WKH SURWHFWLRQ RI
QDWXUDO DVVHWV WKURXJK WKH $FW RQ WKH (QYLURQPHQW 1R  &ROO DQG WKH $FW
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF
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RQ(QYLURQPHQWDO,PSDFW$VVHVVPHQW1R&ROOWRHQFRPSDVVHVWKH&OHDQ$LU$FW
WKH$FWRQ:DVWHDQGUHODWHGUHJXODWLRQVDFWVDQGGHFUHHVRQQDWXUHDQGODQGVFDSHSURWHFWLRQ
WKH DPHQGPHQWV WR WKH &RQVWUXFWLRQ &RGH DQG LWV LPSOHPHQWLQJ UHJXODWLRQV WKH $FW RQ
3URWHFWLRQRI$JULFXOWXUDO/DQGHWF&KDQJHVLQUHFHQW\HDUVPHDQWKDWLQSDUWLFXODUWKH$FW
RQ:DVWH WKH&OHDQ$LU$FWDQG$FW1R&ROORQ(,$QRORQJHUFRUUHVSRQGWR
FXUUHQWHQYLURQPHQWDOSURWHFWLRQUHTXLUHPHQWVDQGWKXVPXVWEHUDSLGO\DPHQGHG
 +RZHYHU WKH0R(KDVDOVR ORVWVRPHLPSRUWDQWFRPSHWHQFLHVLQ ODQGXVHSODQQLQJ
DQGWKH%XLOGLQJ&RGHSDUWRIZDWHUPDQDJHPHQWDQGIRUHVWPDQDJHPHQWH[FOXGLQJQDWLRQDO
SDUNV
 3UDFWLFDOH[SHULHQFHLQLPSOHPHQWLQJHQYLURQPHQWDOFRPSHWHQFLHVLQ’LVWULFW2IILFHV
LQPXQLFLSDO DXWKRULWLHVZLWK HQYLURQPHQWDO SRZHUV DQG LQ WKH DGPLQLVWUDWLRQV RI1DWLRQDO
3DUNV DQG3URWHFWHG/DQGVFDSH$UHDV KDYH OHG WR D JUDGXDO LPSURYHPHQW LQ WKH TXDOLW\ RI
HQYLURQPHQWDOSURWHFWLRQ

,,7UDLQLQJDQG(GXFDWLRQ
 7KHORQJ\HDUVZLWKRXWHQYLURQPHQWDOHGXFDWLRQXQGHUDWRWDOLWDULDQSROLWLFDOV\VWHP
VHFUHF\RI LQIRUPDWLRQ UHODWHG WR WKHTXDOLW\RI HQYLURQPHQWDOPHGLD IRUHLJQ VXEVWDQFHV LQ
IRRGVWXIIV DQG WKH OLNH DFFRPSDQLHG E\ DQWKURSRFHQWULVP OHG WR D ORZ OHYHO RI SXEOLF
HQYLURQPHQWDO FRQVFLRXVQHVV ZKLFK ZDV JUDGXDOO\ UHIOHFWHG LQ JHQHUDWLRQV RI FKLOGUHQ
LQDGHTXDWHO\ EURXJKW XS WR SURWHFW QDWXUH DQG WKHLU RZQ KHDOWK DQG WR OHDG D VXVWDLQDEOH
OLIHVW\OH7KH’HFLVLRQRI WKH*RYHUQPHQWRI WKH&]HFK5HSXEOLF1RHVWDEOLVKLQJD
VWUDWHJ\IRUVWDWHDVVLVWDQFHLQHQYLURQPHQWDOHGXFDWLRQLQWKHVKDVQRWEHHQHQRXJK2Q
-DQXDU\WKH*RYHUQPHQWSDVVHGDGHFLVLRQVHWWLQJRXWWKHIUDPHZRUNRIDSROLF\LQ
UHODWLRQ WR \RXQJ SHRSOH LQ WKH &]HFK 5HSXEOLF WR WKH \HDU  ZKHUH HQYLURQPHQWDO
HGXFDWLRQ WUDLQLQJ DQG SXEOLFLW\ DOO IHDWXUH 7KH XVH RI VRSKLVWLFDWHG LQVWUXPHQWV IRU
HQYLURQPHQWDO SURWHFWLRQ ZLOO QRW EH HIIHFWLYH LQ WKH DEVHQFH RI SHRSOH ZLWK DGHTXDWH
HQYLURQPHQWDO DZDUHQHVV (QYLURQPHQWDO FRQVLGHUDWLRQV PXVW EH D QDWXUDO FRPSRQHQW RI
HGXFDWLRQDOFXUULFXODDWDOOOHYHOV

,,6HOHFWHG$VSHFWVRIWKH(QYLURQPHQWDQGWKH$SSURDFK(PSOR\HGWR’DWH
 ,QWKHVSURJUHVVZDVDFKLHYHGLQWKHYDVWPDMRULW\RIHQYLURQPHQWDOPHGLD
 $LU – %\’HFHPEHU  PRVW ODUJH DQGPHGLXPVL]HG SROOXWLRQ VRXUFHV KDG
EHHQ EURXJKW LQWR OLQHZLWK WKH DWPRVSKHULF HPLVVLRQ OLPLWV 7KLV KDV EHHQ UHIOHFWHG LQ DQ
LPSURYHPHQW LQZLQWHU DLU TXDOLW\ DQG OHVV VHYHUH DLU TXDOLW\ SUREOHPV GXULQJ DWPRVSKHULF
LQYHUVLRQV 6HULRXV GLIILFXOWLHV UHPDLQ LQ FRQQHFWLRQ ZLWK HPLVVLRQV IURP ORFDO VRXUFHV
UDSLGO\JURZLQJURDGWUDQVSRUWDQGJOREDODWPRVSKHULFFKDQJHV
 :DWHU3URWHFWLRQ–7KHFRQVWUXFWLRQRIGR]HQVRIQHZZDVWHZDWHUWUHDWPHQWSODQWV
IRU ODUJH FLWLHV DQGPXQLFLSDOLWLHV LQGXVWULDO HQWHUSULVHV DQG DJULFXOWXUDO XQLWV DQG UHGXFHG
XVH RI LQGXVWULDO IHUWLOLVHUV DQG DJULFXOWXUDO ELRFLGHV KDV OHG WR DQ LPSURYHPHQW LQ ZDWHU
TXDOLW\LQVRPHZDWHUFRXUVHVLQFOXGLQJWUDQVERXQGDU\RQHV+RZHYHUWKHZDWHULQRQHWKLUG
RIDOOZDWHUFRXUVHVGHVLJQDWHGDVLPSRUWDQWIRUZDWHUPDQDJHPHQWFRQWLQXHVWREHFODVVLILHG
DFFRUGLQJ WR VWDQGDUG &61  DV EDQG ,9 KLJKO\ SROOXWHG RU EDQG 9 YHU\ KLJKO\
SROOXWHG7KHTXDOLW\RIVXUIDFHZDWHUERGLHVDQGJURXQGZDWHUHVSHFLDOO\XQGHU LQGXVWULDO
DQGXUEDQDJJORPHUDWLRQVDOVRUHPDLQVXQVDWLVIDFWRU\+XPDQDFWLYLWLHVVLJQLILFDQWO\GLVWXUE
WKHVWDELOLW\RIDTXDWLFDQGZDWHUGHSHQGHQWHFRV\VWHPV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

 0LQHUDO ([WUDFWLRQ DQG WKH /DQGVFDSH – 7KH UHGXFWLRQ LQPLQLQJ RI EURZQ DQG
EODFN FRDO DQGPRUH H[WHQVLYH UHFODPDWLRQ DQG GHFRQWDPLQDWLRQ DFWLYLWLHV KDYH VORZHG WKH
GHYDVWDWLRQRIXUEDQVWUXFWXUHVQDWXUHDQGWKHODQGVFDSHLQWKH1RUWK%RKHPLDQDQG6RNRORY
EURZQFRDOPLQLQJ DUHDV LQ WKH GLVWULFWV DURXQG+RGRQtQ DQG.ODGQR XQGHU WKH.UNRQRªH
PRXQWDLQV DQG LQ WKH 2VWUDYD DQG .DUYLQi DUHDV $ UHGXFWLRQ LQ XUDQLXP PLQLQJ DQG
LQLWLDWLRQRIWKHQHFHVVDU\UHFODPDWLRQZRUNVDUHJUDGXDOO\LPSURYLQJFRQGLWLRQVLQWKHýHVNi
/tSD DQG 3tEUDP DUHDV WKH .UXªQp0RXQWDLQV DQG LQ WKH:HVWHUQ %RKHPLD DQG &]HFK
0RUDYLDQ8SODQGV
 7KH/DQGVFDSH–3DVWDQGFXUUHQWDFWLYLWLHVZLWK LPSDFWVRQ WKH ODQGVFDSHDUH VWLOO
IUHTXHQWO\LOOFRQVLGHUHGWHFKQLFDOZRUNVDUHRISRRUTXDOLW\DQGEXLOWZLWKRXWIRUHVLJKWDQG
JUHHQILHOGFRQVWUXFWLRQ LVFRQVWDQWO\EHLQJEHJXQUDWKHU WKDQDGDSWLQJXQXVHGDQGREVROHWH
VLWHV/DUJHXQYDULHGDUHDVRIDJULFXOWXUDOPRQRFXOWXUHVDQGWKHXVHRIDJURFKHPLFDOVUHQGHU
WKHODQGVFDSHPRQRWRQRXVDQGGHFUHDVHELRGLYHUVLW\/DQGUHFODPDWLRQDQGVWUDLJKWHQLQJDQG
FDQDOLVDWLRQ RI ZDWHUFRXUVHV DUH GHVWUR\LQJ WKH DSSHDUDQFH DQG UHWHQWLYH DELOLW\ RI WKH
ODQGVFDSH DQG ULYHUEDQN OLIH DORQJPDQ\ZDWHUFRXUVHV 7KH XVH RI ODQG LQWHQGHG WR EH VHW
DVLGHIRUQDWXUHSURWHFWLRQLVFRQWLQXLQJDQGWKHODQGVFDSHLVGDPDJHGE\XQXVHGEXLOGLQJV
ODQGILOOV DQG ELOOERDUGV 7KH DHVWKHWLF UHFUHDWLRQDO WRXULVW DQG ELRORJLFDO SRWHQWLDO RI WKH
ODQGVFDSHLVPLVXVHGDQGIUHTXHQWO\FRQWLQXHVWREHLPSDLUHG7KHGHYDVWDWLRQRIVHPLQDWXUDO
HFRORJLFDO V\VWHPV LQ WKH ODQGVFDSH LV FRQWLQXLQJ ZLWK D ODFN RI D FRPSUHKHQVLYH
IXQFWLRQLQJ QHWZRUN RI GHVLJQDWHG DUHDV RI HFRORJLFDO VWDELOLW\ ZKRVH ELRFHQWUHV
LQWHUFRQQHFWHGE\ELRFRUULGRUVZRXOGFUHDWHFRQGLWLRQVIRUWKHRSWLPDOGHYHORSPHQWRISODQW
DQGDQLPDOFRPPXQLWLHV’HVLJQDWHGDUHDVRIHFRORJLFDOVWDELOLW\PXVWDOVREHFRQQHFWHGWRD
V\VWHPRISURWHFWHGDUHDV
 )ORUDDQGIDXQD–6RPHVSHFLHVRISODQWVDQGDQLPDOVDUHUHDSSHDULQJDIWHUGHFDGHV
RIDEVHQFHLQWKLVFRXQWU\IURPPXVKURRPVDQGOLFKHQVWRYHUWHEUDWHV7KHXVHRIFKHPLFDOV
FRQWDPLQDWLRQ RI WKH ELRVSKHUH E\ DUWLILFLDO VXEVWDQFHV DQG WKH XVH RI QDWXUDO KDELWDWV IRU
RWKHU SXUSRVHV KRZHYHU FRQWLQXH WR IXQGDPHQWDOO\ WKUHDWHQ WKH ELRGLYHUVLW\ DQG KHDOWK RI
IDXQDDQGIORUD7KHUHKDVQHYHUWKHOHVVEHHQDZHOFRPHGHFUHDVHLQWKHLQWURGXFWLRQRI13.
QXWULHQWVLQWRWKHVRLOWRDOHYHOHTXDOWRRIFRQVXPSWLRQDQGDIDOOLQWKHXVHRI
SHVWLFLGHVWRRIFRQVXPSWLRQLQWKDW\HDU
 :DVWH–3URJUHVVKDVEHHQDFKLHYHGLQWKHGHYHORSPHQWRIVWDWHLQVWLWXWLRQVIRUZDVWH
PDQDJHPHQW /HJDO DQG LQVWLWXWLRQDO FRQGLWLRQV KDYH EHHQ FUHDWHG IRU NHHSLQJ UHFRUGV RI
ZDVWHDULVLQJVZDVWHPDQDJHPHQWDQGZDVWHGLVSRVDO1RQHWKHOHVVWKH$FWRQ:DVWHPXVWEH
UDSLGO\ DPHQGHG7KH ILUVWZDYHRI FORVXUH DQG UHFODPDWLRQRIROG XQVXLWDEOH ODQGILOOV KDV
EHHQ FRPSOHWHG DQG VWHSV KDYH EHHQ WDNHQ WRZDUGV JUHDWHU H[SORLWDWLRQ RI WKH SRWHQWLDO RI
ZDVWHDVDQHQHUJ\VRXUFH7KHIUDFWLRQRIZDVWHXWLOLVHGDVVHFRQGDU\UDZPDWHULDOVUHPDLQV
XQVDWLVIDFWRU\KRZHYHU
 3DVW (QYLURQPHQWDO ’DPDJH FRQWDPLQDWHG ODQG – 6RPH SDVW HQYLURQPHQWDO
GDPDJHKDVEHHQUHPHGLHGVXFKDVFKHPLFDOFRQWDPLQDWLRQRIIRUPHUPLOLWDU\WUDLQLQJDUHDV
SUHYLRXVO\RFFXSLHGE\IRUHLJQDQG&]HFKDUP\XQLWVVRPHLQGXVWULDOHQWHUSULVHVVLWHVZKHUH
DVKIURPSRZHUJHQHUDWLRQZDVGXPSHGDQGVOXGJHEHGV
 )RUHVWV–’HDGDQGGDPDJHGIRUHVWVWDQGVKDYHEHHQUHQHZHGZLWKYDU\LQJGHJUHHVRI
VXFFHVV 7KH DFLGLW\ RI WKH VRLO DQG LWV DOWHUHG FKHPLFDO FRPSRVLWLRQ FDXVHG E\ ORQJWHUP
FKURQLFFRQWDPLQDWLRQWRJHWKHUZLWKWKHV\QHUJLVWLFHIIHFWVRIVPRJHSLVRGHVDQGGHWULPHQWDO
ZHDWKHU KDYH FDXVHG UHSHDWHGZHDNHQLQJ DQG HYHQ G\LQJRII RI UHIRUHVWHG VWDQGV HYHQ RI
µVXEVWLWXWH¶ SLRQHHU VSHFLHV VXFK DV ELUFK DOGHU ODUFK DQG DFDFLD ZKLFK ZHUH RQO\ 
\HDUV ROG ,W LV QHFHVVDU\ WR SUHSDUH WKH VRLO EHWWHU DQG GHYRWH JUHDWHU FDUH WR VHOHFWLRQ
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF
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RIVXLWDEOHWUHHVSHFLHVIRUFRQGLWLRQVLQSDUWLFXODUKDELWDWV(YHQWKHFXUUHQWO\LPSURYHGDLU
TXDOLW\FRQWLQXHV WREHSRRU LQ UHODWLRQ WR WKH UHTXLUHPHQWV IRUKHDOWK\ IRUHVWGHYHORSPHQW
7KHRYHUDOODUHDRIIRUHVWODQGLQWKH&]HFK5HSXEOLFRQ-DQXDU\HTXDOOHG
KD’DPDJHWRIRUHVWVWDQGVE\SRRUDLUTXDOLW\DQGGHSRVLWLRQIURPWKHILUVW LQGLFDWLRQV WR
YHU\ VHULRXV GDPDJH DQG WKHQ G\LQJRII RI WKH WUHHV LV DSSDUHQW RYHU    KD 7KH
VSHFLHVFRPSRVLWLRQDQGDJHDQGVSDWLDOVWUXFWXUHRIIRUHVWVLVDOVRXQVXLWDEOH,QPDQ\SODFHV
XQVXLWDEOHPHDQV RI IHOOLQJ DQG IRUHVWPDQDJHPHQW KDYH GHWULPHQWDO FRQVHTXHQFHV IRU WKH
QRQSURGXFWLYHIXQFWLRQVRIIRUHVWVDQGGHVWDELOLVHIRUHVWHFRV\VWHPV
 3URIHVVLRQDO(GXFDWLRQ–,QDGGLWLRQDOWRWUDGLWLRQDOXQLYHUVLWLHVLQ3UDJXH2ORPRXF
DQG%UQRDQXPEHURIRWKHUVLQÒVWtQDG/DEHP3O]HýHVNp%XGMRYLFH+UDGHF.UiORYp
DQG 2VWUDYD DOVR RIIHU HQYLURQPHQWDO VWXGLHV (FRORJ\ DQG HQYLURQPHQWDO SURWHFWLRQ DUH
LQFOXGHGWRDIDUJUHDWHUGHJUHHLQWKHFXUULFXODRIVHFRQGDU\DQGMXQLRUVFKRROVDQGLQSUH
VFKRROHGXFDWLRQ7KHUDQJHRIHQYLURQPHQWDOMRXUQDOVKDVLQFUHDVHGHQYLURQPHQWDOVXEMHFWV
DSSHDU IDUPRUH IUHTXHQWO\ LQ WKH GDLO\ SUHVV UDGLR DQG WHOHYLVLRQ DQG WKH LQWHUHVW RI WKH
SRSXODWLRQLQ WKHHQYLURQPHQW LVJUDGXDOO\ LQFUHDVLQJDW OHDVW LQVRPHDJHHGXFDWLRQDODQG
VRFLDO JURXSV ,Q WKLV FRQQHFWLRQ WKHUH LV D PDUNHG DEVHQFH RI UHJXODU HGXFDWLRQDO
SURJUDPPHVRQWKHUDGLRDQGSXEOLFWHOHYLVLRQFRQFHUQHGZLWKHFRORJ\WKHHQYLURQPHQWDQG
LWVSURWHFWLRQ
 3XEOLF3DUWLFLSDWLRQ–7KHVLJQLQJRIWKH$DUKXV&RQYHQWLRQRQSXEOLFSDUWLFLSDWLRQ
DQG WKH SUHSDUHG UDWLILFDWLRQ WKHUHRI DQG WKH SDVVLQJ RI QHZ HQYLURQPHQWDO OHJLVODWLRQ KDV
FUHDWHG FRQGLWLRQV IRU JUHDWHU SXEOLF SDUWLFLSDWLRQ LQ GHFLVLRQPDNLQJ SURFHVVHV UHODWHG WR
XQGHUWDNLQJV DQG DFWLYLWLHV ZLWK DQ LPSDFW RQ WKH HQYLURQPHQW 7KLV LV DQ DVSHFW RI
GHPRFUDF\ZKRVH LPSRUWDQFH H[WHQGV EH\RQG WKH VSKHUH RI HQYLURQPHQWDO SURWHFWLRQ 7KH
QHZ OHJLVODWLRQ RQ DFFHVV WR HQYLURQPHQWDO LQIRUPDWLRQ DOVR FRQVWLWXWHV D EUHDNWKURXJK LQ
UHODWLRQWRIRUPHUUHVWULFWLYHSUDFWLFHVE\VWDWHERGLHV
 2QJRLQJ3UREOHPV–,QVSLWHRIDOOWKHDERYHSRVLWLYHDVSHFWVWKHUHDUHDQXPEHURI
RQJRLQJSUREOHPV
x 7KHUHKDVEHHQQREDVLFFKDQJHLQWKHSKLORVRSK\RUWHFKQRORJLHVRILQGXVWULDOSURGXFWLRQ
WKDW ZRXOG WDNH LQWR FRQVLGHUDWLRQ HQYLURQPHQWDO DVSHFWV ULJKW IURP WKH GHVLJQ RI WKH
SURGXFW DQG PRQLWRULQJ RI LWV LPSDFW RQ WKH HQYLURQPHQW WKURXJKRXW LWV OLIHF\FOH
LQFOXGLQJSURGXFWLRQSURFHVVHVUDZPDWHULDODQGHQHUJ\LQSXWVDQGHPLVVLRQVDQGZDVWH
SURGXFHG
x 7KHUHKDVDOVRQRWEHHQDQ\IXQGDPHQWDOFKDQJHLQ WKHEHKDYLRXURIEXVLQHVVHV LQUXUDO
DUHDV%DGPDQDJHPHQWSUDFWLFHVFRQWLQXHWRJHWKHUZLWKDFDYDOLHUDWWLWXGHWRSURWHFWLRQ
RI WKH ODQG WRGHVLJQDWHG DUHDVRI HFRORJLFDO VWDELOLW\ ’$(6ZDWHU VRXUFHV DQG IORUD
DQG IDXQD $WWHPSWV WR SURILW IURP IRUHVWV ZLWKRXW FRQFHUQ IRU WKHLU QRQSURGXFWLYH
IXQFWLRQVDUHDOVRQRWXQXVXDO
x 8QGHVLUDEOHPHDQVRIZDVWHPDQDJHPHQWFRQWLQXHWRSUHGRPLQDWH7KHIUDFWLRQRIZDVWH
XVHGDVVHFRQGDU\UDZPDWHULDOUHF\FOHGRUDWOHDVWXVHGIRUHQHUJ\SURGXFWLRQLVVPDOO
IO\WLSSLQJFRQWLQXHVDFURVVWKHFRXQWU\
x 7KH LQFUHDVH LQ FDU RZQHUVKLS LQ WRZQV LV OHDGLQJ WR D GHWHULRUDWLRQ LQ WUDQVSRUW
DFFHVVLELOLW\ DQG SHGHVWULDQ VDIHW\ DQG HVSHFLDOO\ WR DQ LQFUHDVH LQ SROOXWLRQ RI WKH
WURSRVSKHUHE\SROOXWDQWVVXFKDVGXVW&212[3E&GRWKHUWR[LFPHWDOVSRO\DURPDWLF
K\GURFDUERQV&[+\DQGR]RQH27KLVRIIVHWVWKHSURJUHVVPDGHLQUHODWLRQWRVWDWLRQDU\
VRXUFHVRIDLUSROOXWLRQ
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\
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x 7UHQGV LQ WUDQVSRUWPRGDOVSOLWDUHXQIDYRXUDEOH7UDQVSRUW LVEHLQJVKLIWHG IURPUDLO WR
URDGV DQG SDVVHQJHU WUDQVSRUW IURP LQWHUXUEDQ DQG XUEDQPDVV WUDQVSRUW WR LQGLYLGXDO
DXWRPRELOHWUDQVSRUWDOOZLWKQHJDWLYHLPSDFWVRQWKHHQYLURQPHQW
x 7KH SURSRUWLRQV RI QDWXUDO DQG EXLOWXS DUHDV KDYH GHYHORSHG XQIDYRXUDEO\ LQ UHFHQW
\HDUV $W WKH HGJHV DQG EH\RQG WKH ERXQGDULHV RI EXLOWXS DUHDV DQG HYHQ LQ WKH RSHQ
ODQGVFDSH QHZ LQGXVWULDO GLVWULEXWLRQ DQG FRPPHUFLDO DUHDV SHWURO VWDWLRQV ELOOERDUGV
LVRODWHGJURXSVRIKRXVHVDQGRWKHUEXLOGLQJVDUHHPHUJLQJXQSODQQHGLQVSLWHRIWKHIDFW
WKDW ZLWKLQ H[LVWLQJ VHWWOHPHQWV D JUHDW PDQ\ EXLOGLQJV ZLWK WKH VDPH SXUSRVH DUH
JUDGXDOO\ IDOOLQJ LQWR GLVUHSDLU DQG SORWV DOUHDG\ HTXLSSHGZLWK VHUYLFHV DQG WUDQVSRUW
OLQNVDUHOHIWXQXVHG7KXVDJULFXOWXUDOODQGDQGZLOGDUHDVDUHEXLOWXSRQQHZWUDQVSRUW
GHPDQGV DUH FUHDWHG DQG WKH HFRQRPLFV RI LQYHVWPHQW DQG RSHUDWLRQV LQ XUEDQ DUHDV
GHWHULRUDWH
x 7KHUH FRQWLQXHV WR EH D µIDVFLQDWLRQ ZLWK FRQVXPSWLRQ¶ VXSSRUWHG E\ PDVVLYH DQG
DJJUHVVLYH DGYHUWLVLQJ RI WKH FRQVXPHUZD\ RI OLIH SURSDJDWHG LQ WKHPDVVPHGLD 7KH
RULJLQDOO\H[SHFWHGWHPSRUDU\µUHDFWLRQ¶DJDLQVWHQIRUFHGUHVWUDLQWXQGHUVRFLDOLVPLQWKH
IDFHRIDVXGGHQO\ULFKVXSSO\RIJRRGVLVGLVDSSHDULQJRQO\VORZO\DQGWKHQRQO\XQGHU
HFRQRPLFSUHVVXUHVDQGIHDUVRIWKHSRSXODWLRQDERXWWKHIXWXUH(QIRUFHGUHVWUDLQWKDVQRW
EHHQ UHSODFHG E\ IUXJDOLW\ EDVHG RQ DQ DZDUHQHVV RI WKH OLPLWHG QDWXUH RI QDWXUDO
UHVRXUFHVLQWKHIDFHRI WKHSRSXODWLRQH[SORVLRQ LQZKLFKWKHQXPEHURI LQKDELWDQWVRI
WKH(DUWKKDVUHDFKHGELOOLRQFRPSDUHGWRRQO\ELOOLRQ\HDUVDJR
,,2EOLJDWLRQV5HVXOWLQJIURP3UHSDUDWLRQIRUWKH&]HFK5HSXEOLF¶V$FFHVVLRQ
WRWKH(XURSHDQ8QLRQ
7KH RULHQWDWLRQ RI WKH &]HFK 5HSXEOLF WRZDUGV WKH (XURSHDQ 8QLRQ KDV LQFUHDVHG
DWWHQWLRQ ERWK WR FRQWLQXLQJ GLIIHUHQFHV LQ HQYLURQPHQWDO OHJLVODWLRQ DQG WR GLIIHUHQFHV LQ
HQIRUFHPHQWRIWKDWOHJLVODWLRQDQGWKHHQHUJ\ZLWKZKLFKFHUWDLQSUREOHPVDUHEHLQJWDFNOHG
0HDVXUHVWKDWDUHFOHDUO\ERXQGXSLQWKHFRQFHSWRIVXVWDLQDEOHGHYHORSPHQWDQGWKDWDUHDQ
HVVHQWLDOSDUWRIWKHSUHDFFHVVLRQVWUDWHJ\DUHDVIROORZV
x KDUPRQLVDWLRQDQGLPSOHPHQWDWLRQRI(8HQYLURQPHQWDOOHJLVODWLRQLQWKH&]HFK5HSXEOLF
x DGDSWDWLRQRI WKHDGPLQLVWUDWLYHDQG LQVWLWXWLRQDOEDVLV IRUHQYLURQPHQWDOSURWHFWLRQDQG
DGRSWLRQRIVXFFHVVIXOPHWKRGVRIHQIRUFHPHQW
x LPSURYHPHQWRIPDQ\HQYLURQPHQWDOTXDOLW\SDUDPHWHUVWRDWOHDVWWKHOHYHORIWKHDYHUDJH
IRU(80HPEHU6WDWHV
x LPSURYHPHQW RI WKH GDWD DQG LQIRUPDWLRQ EDVH WKH VXFFHVVIXO LQWURGXFWLRQ RI D XQLILHG
HQYLURQPHQWDO LQIRUPDWLRQV\VWHPHQDEOLQJSURYLVLRQRI LQIRUPDWLRQRQ WKHVWDWHRI WKH
HQYLURQPHQWDW ORFDO OHYHOV UHJLRQVGLVWULFWVFLWLHV LQFOXGLQJ WKHDELOLW\ WRPRGHODQG
HYDOXDWHWKHHIIHFWLYHQHVVRIPHDVXUHVLPSOHPHQWHG
x SDUWLFLSDWLRQRIWKHSULYDWHVHFWRUDQGWKHJHQHUDOSXEOLFLQHQYLURQPHQWDODFWLYLWLHV
x VWUHQJWKHQLQJ LQYHVWPHQW HVSHFLDOO\ LQ ZDWHU SURWHFWLRQ EXW DOVR LQ DLU SURWHFWLRQ DQG
ZDVWHPDQDJHPHQW
x HIIHFWLYH FRRSHUDWLRQ ZLWK WKH (XURSHDQ (QYLURQPHQWDO $JHQF\ (($ SURYLGLQJ
KDUPRQLVHGGDWDDVSDUWRIWKH(XURSHDQ(QYLURQPHQWDO,QIRUPDWLRQ1HWZRUN(,21(7
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF
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 0RUH GHWDLO FRQFHUQLQJ WKHVH PHDVXUHV ZDV SURYLGHG E\ WKH FRPSUHKHQVLYH
DVVHVVPHQWRIWKHOHJLVODWLRQDQGVWDWHRISUHSDUHGQHVVRIWKH&]HFK5HSXEOLFLQHQYLURQPHQW
DV FRPSDUHGZLWK WKH OHJLVODWLRQ RI WKH(XURSHDQ&RPPXQLW\ WKH VFUHHQLQJ SURFHVV 7KH
FXUUHQW VWDWH RI DIIDLUV LQGLFDWHV WKDW H[WHQVLYH WDVNV ZLOO KDYH WR EH XQGHUWDNHQ LQ WKH
HQYLURQPHQWDODUHDLQFRQQHFWLRQZLWKDFFHVVLRQWRWKH(XURSHDQ&RPPXQLW\
 7UDQVSRVLWLRQRIWKHHQYLURQPHQWDODFTXLVFRPPXQDXWDLUHLQWR&]HFKOHJLVODWLRQZLOO
UHTXLUHH[FHSWLRQDODWWHQWLRQ LQ WKHFRPLQJ\HDUV6R IDU UHODWLYHO\ UDSLGSURJUHVVKDVEHHQ
DFKLHYHGHVSHFLDOO\LQWKHVSKHUHRISXEOLFDFFHVVWRHQYLURQPHQWDOLQIRUPDWLRQPDQDJHPHQW
RIFKHPLFDOVXEVWDQFHVDQGQDWXUHSURWHFWLRQ,QFRQWUDVWPRGLILFDWLRQRIFXUUHQWOHJLVODWLRQ
HVSHFLDOO\ LQ WKHVSKHUHVRIZDWHUSURWHFWLRQDQGZDVWHPDQDJHPHQWZLOOEHPRUHFRPSOH[
DQGZLOOUHTXLUHLQWHQVLYHLQWHUPLQLVWHULDOFRRSHUDWLRQ7KHLPSOHPHQWDWLRQRIWKH’LUHFWLYH
RQ ,QWHJUDWHG 3ROOXWLRQ 3UHYHQWLRQ DQG &RQWURO ,33& ZKLFK UHTXLUHV D QHZ IRUP RI
SHUPLWWLQJIRU ODUJHDQGPHGLXPVL]HG LQVWDOODWLRQVZLOOEHHVSHFLDOO\ LPSRUWDQWDQGDW WKH
VDPHWLPHGHPDQGLQJ

,,(FRQRPLF$VSHFWV
 7KH 6(3 LV EHLQJ XSGDWHG DW D WLPH RI SURORQJHG HFRQRPLF VWDJQDWLRQ 7KLV
XQGRXEWHGO\ GHFUHDVHV WKH SRWHQWLDO IRU VHWWLQJ GHPDQGLQJ VKRUWWHUP WDUJHWV IRU
LPSURYHPHQWV LQHQYLURQPHQWDOSURWHFWLRQ+RZHYHU WKH6(3 LVSUHSDUHGZLWK D ORQJ WLPH
KRUL]RQDQGLVDOVREDVHGRQWKHDVVXPSWLRQRILPSURYHGRYHUDOOHFRQRPLFSHUIRUPDQFH7KH
SURSRVHG VKLIW LQ HPSKDVLV IURP µFRPPDQG DQG FRQWURO¶ LQVWUXPHQWV WR HFRQRPLF DQG
YROXQWDU\LQVWUXPHQWVLVDSUHFRQGLWLRQVXFKWKDWHIIRUWVWRLPSURYHHQYLURQPHQWDOSURWHFWLRQ
DUH LQ KDUPRQ\ ZLWK LPSURYHG HFRQRPLF SHUIRUPDQFH DQG FRPSHWLWLYHQHVV RI WKH HQWLUH
HFRQRP\RIWKLVFRXQWU\
 :LWK DSSURSULDWH DQG VXEVWDQWLDO LQYROYHPHQW RI GRPHVWLF LQGXVWU\ LI LW SURYHV
VXFFHVVIXO LQ WKH IDFH RI IRUHLJQ FRPSHWLWLRQ LW ZLOO EH SRVVLEOH WR UHYLWDOLVH WKH QDWLRQDO
HFRQRP\ DQG GHFUHDVH XQHPSOR\PHQW WKURXJK ZRUN RQ HQYLURQPHQWDO SURMHFWV VXFK DV
ZDVWHZDWHU WUHDWPHQW SODQWV RU WKH QHHG IRU ZRUN FRQQHFWHG ZLWK WKH UHSODFHPHQW RI
WHFKQRORJLHVE\PRUHHIIHFWLYHDQGHIILFLHQWGHVLJQV


7REHVHWIRUWKLQGHWDLOLQWKH1DWLRQDO3URJUDPPHIRUWKH3UHSDUDWLRQRIWKH&5IRU0HPEHUVKLSLQWKH(8–
(QYLURQPHQWDO&KDSWHU0R(3UDJXH$SULO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,,,35,25,7<(19,5210(17$/352%/(06
,,,$FXWH3UREOHPVLQWKH4XDOLW\RI(QYLURQPHQWDO0HGLD
2Q WKH EDVLV RI WKH HYDOXDWLRQ LQ WKH SUHYLRXV FKDSWHU FRQWLQXLQJ HQYLURQPHQWDO
SUREOHPVLQWKH&]HFK5HSXEOLFFDQEHVXPPDULVHGDQGFKDUDFWHULVHGDVIROORZV
x KLJKVSHFLILFHPLVVLRQVRIVXOSKXUGLR[LGHDQGRWKHUDLUSROOXWDQWV
x DKLJKSURSRUWLRQRIZDWHUFRXUVHVZLWKSRRUZDWHUTXDOLW\
x WR[LF FKHPLFDO VXEVWDQFHV LQ WKH HQYLURQPHQW IO\WLSSLQJ GXVW DQG OLWWHU LQ WRZQV DQG
VHWWOHPHQWV
x HXWURSKLFDWLRQRIVXUIDFHZDWHUVHVSHFLDOO\ZDWHUVXSSO\UHVHUYRLUV
x ORZ VWDELOLW\ RI HFRORJLFDO V\VWHPV LQ WKH FXUUHQW FXOWXUDO ODQGVFDSH GLVSURSRUWLRQDWHO\
KLJK FXOWLYDWLRQ RI DJULFXOWXUDO ODQG DQG UHODWHG ORZ ELRGLYHUVLW\ GLVWXUEDQFH RI WKH
K\GURORJLFDO F\FOH DQG GDQJHU IURPZLQG DQGZDWHU HURVLRQ DQG LQVXIILFLHQW GHQVLW\ RI
QDWXUDOIHDWXUHVLQWKHDJULFXOWXUDOODQGVFDSH
x ORZHUHGK\GURORJLFDOUHWHQWLRQDELOLW\RIWKHODQGVFDSH
x ORZHUHGELRORJLFDOGLYHUVLW\RIWKHODQGVFDSH
x GHWHULRUDWLRQ RI WKH VWDWH RI WKH VRLO SK\VLFDO FKHPLFDO DQG ELRORJLFDO GHJUDGDWLRQ DQG
ORFDOFRQWDPLQDWLRQ
x DKLJKQXPEHURIHQGDQJHUHGVSHFLHVRIIDXQDDQGIORUD
x DKLJKGHJUHHRIGDPDJHWRIRUHVWVE\DWPRVSKHULFSROOXWLRQ
x XQIDYRXUDEOHDJHDQGVSDWLDOVWUXFWXUHDQGVSHFLHVFRPSRVLWLRQRIIRUHVWVWDQGV
x DODUJHIUDFWLRQRIWKHSRSXODWLRQH[SRVHGWRH[FHVVLYHQRLVH
x DVLJQLILFDQWODQGDUHDDIIHFWHGE\PLQLQJDFWLYLWLHV
x DODUJHQXPEHURIKD]DUGRXVSDVWHQYLURQPHQWDOGDPDJHVFRQWDPLQDWHGODQG
x WKHSUHVHQFHRIVLJQLILFDQWSK\VLFDOFKHPLFDODQGRWKHUULVNIDFWRUV
6RPHQHZHQYLURQPHQWDOSUREOHPVDUHDOVREHJLQQLQJWREHFRPHDSSDUHQW
x DLU SROOXWLRQ IURP PRELOH VRXUFHV QLWURJHQ R[LGHV YRODWLOH RUJDQLF FRPSRXQGV
SRO\F\FOLFDURPDWLFK\GURFDUERQVWR[LFPHWDOV
x SKRWRFKHPLFDOVPRJDQGR]RQHLQXUEDQDQGLQGXVWULDODJJORPHUDWLRQV
x VLJQLILFDQWH[SDQVLRQRIEXLOWXSDUHDVDQGIUDJPHQWDWLRQRIWKHODQGVFDSH

,I HIIHFWLYHPHDVXUHV DUH QRW DGRSWHG LQ WKH IROORZLQJ DUHDV HQYLURQPHQWDO SUREOHPV
FDQDOVREHH[SHFWHGLQUHODWLRQWR
x KLJKVSHFLILFHPLVVLRQVRIFDUERQGLR[LGHDQGRWKHUJUHHQKRXVHJDVHV

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,,,3UREOHPVLQ(QYLURQPHQWDO,QIUDVWUXFWXUH
x DODUJHSURSRUWLRQRIWKHSRSXODWLRQDQGVHWWOHPHQWVZLWKRXWZDVWHZDWHUWUHDWPHQWDQGD
KLJKSURSRUWLRQRIZDVWHZDWHUGLVFKDUJHGGLUHFWO\LQWRZDWHUFRXUVHV
x ODUJHORVVHVLQZDWHUVXSSO\V\VWHPVDQGOHDNVLQVHZHUDJHV\VWHPV
x RQO\DVPDOOSURSRUWLRQRIWKHSRSXODWLRQVXSSOLHGIURPSXEOLFZDWHUPDLQVLQDUHDVZLWK
FRQWDPLQDWHGJURXQGZDWHU
x DORZVKDUHRIWKHSRSXODWLRQFRQQHFWHGWRVHZHUV\VWHPV
x ORZXVHRIJURXQGZDWHUIRUGULQNLQJZDWHUVXSSO\
x ORZHIILFLHQF\RIVRPHZDVWHZDWHUWUHDWPHQWSODQWV
x VORZUDWHRIUHFODPDWLRQIROORZLQJPLQHUDODQGUDZPDWHULDOH[WUDFWLRQHVSHFLDOO\FRDO
x KLJKVSHFLILFZDVWHSURGXFWLRQ
x DORZSURSRUWLRQRIVHSDUDWHGDQGUHXWLOLVHGZDVWH
x WKHGRPLQDQWUROHRIODQGILOOLQZDVWHPDQDJHPHQW
x WKHQHHGWRFOHDQXSDODUJHQXPEHURIROGDQGXQVHFXUHGODQGILOOV
x DSXEOLFZDUQLQJV\VWHPIRUFDVHVRIQDWXUDOGLVDVWHUVRULQGXVWULDODFFLGHQWVWKDWKDV\HW
WREHFRPSOHWHG

,,,8UJHQW6WUXFWXUDO3UREOHPVLQ(QYLURQPHQWDO3URWHFWLRQ
x LQDGHTXDFLHV LQ HQYLURQPHQWDO OHJLVODWLRQ LQ WKH &5 – IRU H[DPSOH LQ UHODWLRQ WR
PDQDJHPHQWRI WKHXQGHUO\LQJJHRORJLFDO HQYLURQPHQW VRLO SURWHFWLRQ DQGPRUHPLQRU
GLIIHUHQFHV LQ FRPSDWLELOLW\ZLWK (8 OHJLVODWLRQ LQ WKH VSKHUH RI HQYLURQPHQWDO LPSDFW
DVVHVVPHQWDLUDQGZDWHUSURWHFWLRQDQGLQZDVWHPDQDJHPHQW
x WKHQHFHVVLW\RIUDSLGWUDQVSRVLWLRQRIWKHDFTXLVFRPPXQDXWDLUHHVSHFLDOO\LQUHODWLRQWR
JHQHWLFDOO\ PRGLILHG RUJDQLVPV *02V ,QWHJUDWHG 3ROOXWLRQ 3UHYHQWLRQ DQG &RQWURO
,33&DQGLQGXVWULDODFFLGHQWV
x WKHQHHGIRUQHZOHJLVODWLRQRQZDWHUSURWHFWLRQ
x LQDGHTXDWHUHVWUXFWXULQJRILQGXVWU\KLJKHQHUJ\DQGUDZPDWHULDOLQWHQVLW\LQUHODWLRQWR
JURVVGRPHVWLFSURGXFW
x WUDQVSRVLWLRQRI’LUHFWLYH(&RQSROOXWLRQSUHYHQWLRQDQGFRQWUROFRQFHUQHGZLWK
XVHRIWKHEHVWDYDLODEOHWHFKQRORJ\LQPDMRULQGXVWULDOIDFLOLWLHVDQGHTXLSPHQW
x LQHIIHFWLYHRSHUDWLRQRIVWDWHDGPLQLVWUDWLRQDQGXQVDWLVIDFWRU\HQIRUFHPHQWRIOHJLVODWLYH
UHTXLUHPHQWVLQSUDFWLFH
x LQDGHTXDWHLPSOHPHQWDWLRQRIHQYLURQPHQWDOFRQFHUQVLQWRVHFWRUDOSROLFLHV
x SUHIHUHQFHIRUDFRQVXPHUOLIHVW\OHDQGORZSXEOLFDZDUHQHVVRIHQYLURQPHQWDOLVVXHV
x ORZSXEOLFSDUWLFLSDWLRQLQGHFLVLRQPDNLQJSURFHVVHV
x LQDGHTXDWHHQYLURQPHQWDOHGXFDWLRQSXEOLFERGLHVDOVRSRRUO\LQIRUPHG

&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\
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,,, *OREDO $VSHFWV ,QWHUQDWLRQDO &RPPLWPHQWV DQG WKH &5¶V 6KDUHG
5HVSRQVLELOLWLHV
x WKHWKUHDWWRWKHJOREDOFOLPDWLFV\VWHP
x WKHWKUHDWWRWKH(DUWK¶VR]RQHOD\HU
x DVKRUWIDOOLQZDWHUUHVRXUFHV
x ORQJUDQJHWUDQVSRUWRIDLUSROOXWLRQDQGSUREOHPVFRQQHFWHGZLWKDFLGLILFDWLRQLQ(XURSH
DQGLQWKH1RUWKHUQKHPLVSKHUH
x FKDQJHVLQHFRORJLFDOV\VWHPVDQGWKHLUGHVWDELOLVDWLRQWKUHDWHQLQJELRGLYHUVLW\
x VRLOGHJUDGDWLRQHURVLRQDQGGHVHUWLILFDWLRQ
x ZDVWHSURGXFWLRQGLVSRVDODQGUHXVH
x FKHPLFDOVXEVWDQFHVJHQHWLFDOO\PRGLILHGRUJDQLVPV
x LQGXVWULDODFFLGHQWVDQGQDWXUDOFDWDVWURSKHV
x WKH WKUHDW WR WKHHQYLURQPHQW LQFLWLHVDQG LQGXVWULDO DJJORPHUDWLRQV WKURXJKV\QHUJLVWLF
QHJDWLYHLPSDFWV
x WKHWUDQVERXQGDU\PRYHPHQWRIHQYLURQPHQWDOO\GDPDJLQJWHFKQRORJLHVDQGZDVWHV
x WKH WUDQVLWLRQ RI WKH &]HFK 5HSXEOLF IURP D FRXQWU\ WKDW RQO\ UHFHLYHV DVVLVWDQFH WR D
FRXQWU\WKDWDOVRSURYLGHVDVVLVWDQFH
 7KH &]HFK 5HSXEOLF LV D PHPEHU RI D QXPEHU RI LQWHUQDWLRQDO RUJDQLVDWLRQV ZLWK
DFWLYLWLHV LQ WKH VSKHUH RI WKH HQYLURQPHQW DQG VXVWDLQDEOH GHYHORSPHQW ,W DFWLYHO\
SDUWLFLSDWHV LQ DGGUHVVLQJ HQYLURQPHQWDO SUREOHPV LQ WKH IUDPHZRUN RI WKH 81 DQG LWV
GDXJKWHU ERGLHV HVSHFLDOO\ WKH 81 (QYLURQPHQW 3URJUDPPH WKH 81 &RPPLVVLRQ IRU
6XVWDLQDEOH’HYHORSPHQW WKH81(FRQRPLF&RPPLVVLRQ IRU(XURSH LQ WKH IUDPHZRUNRI
2(&’ WKH :RUOG 0HWHRURORJLFDO 2UJDQLVDWLRQ WKH :RUOG +HDOWK 2UJDQLVDWLRQ WKH 81
,QGXVWULDO ’HYHORSPHQW 2UJDQLVDWLRQ HWF 7KH &5 LV DOVR D SDUW\ WR PRVW UHOHYDQW
FRQYHQWLRQVLQWKLVDUHDWKH81)UDPHZRUN&RQYHQWLRQRQ&OLPDWH&KDQJHWKH&RQYHQWLRQ
RQ %LRORJLFDO ’LYHUVLW\ WKH 9LHQQD &RQYHQWLRQ RQ 3URWHFWLRQ RI WKH 2]RQH /D\HU WKH
:DVKLQJWRQ&RQYHQWLRQRQ ,QWHUQDWLRQDO7UDGH LQ(QGDQJHUHG6SHFLHVRI)DXQD DQG)ORUD
WKH%DVHO&RQYHQWLRQRQWKH&RQWURORI7UDQVERXQGDU\0RYHPHQWRI+D]DUGRXV:DVWHVDQG
WKHLU’LVSRVDOWKH5DPVDU&RQYHQWLRQRQ:HWODQGVRI,QWHUQDWLRQDO,PSRUWDQFHDQGWKH%RQQ
&RQYHQWLRQ RQ 3URWHFWLRQ RI 0LJUDWLQJ 6SHFLHV RI :LOG )DXQD DQG DOVR D QXPEHU RI
FRQYHQWLRQV QHJRWLDWHG LQ D (XURSHDQ IUDPHZRUN 7KH RQO\ µPDMRU¶ JOREDO HQYLURQPHQWDO
FRQYHQWLRQ WR ZKLFK WKH &5 KDV QRW \HW DFFHGHG LV WKH &RQYHQWLRQ RQ &RPEDWLQJ
’HVHUWLILFDWLRQ LQ&RXQWULHV$IIHFWHG E\0DMRU’URXJKWV DQGRU 6SUHDGLQJ RI’HVHUWVZLWK
6SHFLDO(PSKDVLVRQ$IULFDDFFHVVLRQLVKRZHYHUEHLQJSUHSDUHG
 2IWKHLQWHUQDWLRQDOFRQYHQWLRQVVLJQHGE\WKH&]HFK5HSXEOLFWKH.\RWR3URWRFROWR
WKH81)UDPHZRUN&RQYHQWLRQRQ&OLPDWH&KDQJHLVSDUWLFXODUO\VLJQLILFDQWSXUVXDQWWRWKLV
SURWRFRO WKH&5SOHGJHG WRGHFUHDVH WRWDOHPLVVLRQVRIJUHHQKRXVHJDVHV LQ WKH
SHULRGE\FRPSDUHGWRWKHOHYHO7KLVUHGXFWLRQDIIHFWVHPLVVLRQVRIFDUERQGLR[LGH
PHWKDQH QLWURXV R[LGH IOXRULQDWHG K\GURFDUERQV DQG VXOSKXU IOXRULGH H[SUHVVHG DV
DJJUHJDWHGHPLVVLRQVRIFDUERQGLR[LGH,WLVH[SHFWHGWKDWLQWKH\HDUHPLVVLRQVZLOOEH
GHFUHDVHGE\DERXWFRPSDUHGWR
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 ,Q LPSOHPHQWDWLRQRI WKH SULQFLSOH RI VXVWDLQDEOH GHYHORSPHQW WKH&5 HPSOR\V WKH
GRFXPHQWVDFFHSWHGLQLQ5LRGH-DQHLURDWWKH81&RQIHUHQFHRQWKH(QYLURQPHQWDQG
’HYHORSPHQWWKH5LR’HFODUDWLRQDQG$JHQGDZKLFKZHUHIXUWKHUHODERUDWHGDWWKHWK
6SHFLDO 0HHWLQJ RI WKH 81 *HQHUDO $VVHPEO\ LQ  DQG DOVR GRFXPHQWV DFFHSWHG DW
IXUWKHU81JOREDOFRQIHUHQFHVLQWKHV
 7KH&5 LV GHWHUPLQHG WRPHHW WKH REOLJDWLRQV UHVXOWLQJ IURP LWVPHPEHUVKLS LQ WKH
UHOHYDQW LQWHUQDWLRQDO RUJDQLVDWLRQV DQG IURP LQWHUQDWLRQDO FRQYHQWLRQV DQG WR SDUWLFLSDWH
DFWLYHO\LQIXUWKHUGHYHORSPHQWRILQWHUQDWLRQDOODZ
 7KH LQYROYHPHQW RI WKH &5 LQ SURWHFWLRQ RI WKH JOREDO HQYLURQPHQW DQG LQ
LPSOHPHQWLQJ WKH SULQFLSOHV RI VXVWDLQDEOH GHYHORSPHQW DOVR LQFOXGHV WKH &5¶V YROXQWDU\
FRQWULEXWLRQV WR 81(3 DQG *() DQG VRPH VSHFLDO SURMHFWV LQ ELODWHUDO DQG PXOWLODWHUDO
GHYHORSPHQWFRRSHUDWLRQILQDQFHGWKURXJKWKH&5¶VSURJUDPPHRIGHYHORSPHQWDVVLVWDQFH

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,96XVWDLQDEOH’HYHORSPHQW
 6LQFH WKH81&(’&RQIHUHQFHDW5LR LQDQG WKHSXEOLFDWLRQRI$JHQGD $
3URJUDPPH IRU WKH VW &HQWXU\ WKH SULQFLSOH RI VXVWDLQDEOH GHYHORSPHQW KDV EHHQ
JUDGXDOO\LPSOHPHQWHGE\DOOGHYHORSHGFRXQWULHV6XVWDLQDEOHGHYHORSPHQWLVEDVHGRQWKUHH
SLOODUV RI VXVWDLQDELOLW\ QDPHO\ RQ KDUPRQLVDWLRQ RI WKH HFRQRPLF HQYLURQPHQWDO DQG
VRFLDO DVSHFWV RI HDFK GHYHORSPHQW SURJUDPPH ,PSOHPHQWDWLRQ RI WKH SULQFLSOH RI
VXVWDLQDEOHGHYHORSPHQWIRUPVWKHEDVLVIRUWKHQHZ6(3
 7KHUH DUHPDQ\ JHQHUDO GHILQLWLRQV RI WKH SULQFLSOH RI VXVWDLQDEOH GHYHORSPHQW WKDW
DUHYDULRXVO\LQWHUSUHWHGIRUSUDFWLFDOSXUSRVHV,QUHVROYLQJVSHFLILF ORFDOSUREOHPVDQGIRU
GHYHORSPHQWSURJUDPPHVLWZLOOEHXVHIXOWRLQYRNH
7KUHHFULWHULDIRUVXVWDLQDELOLW\
x PLQLPLVDWLRQ RI GHPDQGV RQ WKH XVH RI QRQUHQHZDEOH UHVRXUFHV DQG SUXGHQW XVH RI
UHQHZDEOHUHVRXUFHVUDZPDWHULDOVDQGHQHUJ\DQGPLQLPDOXVHRIODQGDUHD
x PLQLPLVDWLRQ RI QHJDWLYH LPSDFWV RQ WKH HQYLURQPHQW HPLVVLRQV WR DLU DQG ZDWHU VRLO
FRQWDPLQDWLRQZDVWHSURGXFWLRQDQGQRLVH OHYHOV DQGPLQLPLVDWLRQRISRWHQWLDOKD]DUGV
DQGULVNVDQG
x FRQVLVWHQW SURWHFWLRQ RU DXJPHQWDWLRQ DQG LPSURYHPHQW RI EDVLF QDWXUDO DQG KXPDQ
FDSLWDO

,93XEOLF3DUWLFLSDWLRQLQWKH’HYHORSPHQWDQG,PSOHPHQWDWLRQRIWKH6(3
 7KHGHYHORSPHQWDQGLPSOHPHQWDWLRQRIWKH6(3LVDSXEOLFLVVXH7KHJHQHUDOSXEOLF
LVDSDUWQHULQDOOSKDVHVRIWKHSUHSDUDWLRQIRUPXODWLRQDQGLPSOHPHQWDWLRQRIWKH6(3
,92WKHU%URDGO\$FFHSWHG3ULQFLSOHV
,QDSSURYLQJWKHXSGDWHG6(3WKH*RYHUQPHQWDFFHSWVDQXPEHURIIXUWKHUSULQFLSOHV
VHWRXWLQDFFHSWHGGRFXPHQWVRIWKHLQWHUQDWLRQDOFRPPXQLW\VXFKDV
x WKH SUHFDXWLRQDU\ SULQFLSOH – LQ VRPH FDVHV LW LV QRW SRVVLEOH RQ WKH EDVLV RI FXUUHQW
H[SHULHQFHDQGNQRZOHGJHWRGHWHUPLQHZLWKFHUWDLQW\WKHHIIHFWRIKXPDQDFWLYLWLHVDQG
SURGXFWVRQKHDOWKDQGWKHHQYLURQPHQWHVSHFLDOO\ WKH ORQJWHUPDQGV\QHUJLVWLFHIIHFWV
LH LI WKH FRQVHTXHQFHV RI DQ DFWLYLW\ DUH QRW FHUWDLQ LW VKRXOG EH XQGHUWDNHQ RQO\
H[FHSWLRQDOO\DQGZLWKJUHDWFDUHRUQRWDWDOO
x WKHSULQFLSOHRISUHYHQWLRQ–EDVHGRQWKHIDFWWKDWPHDVXUHVFDUULHGRXWVXIILFLHQWO\LQ
DGYDQFHWRSUHYHQWGDQJHURUGDPDJHWRWKHHQYLURQPHQWDUHDOPRVWDOZD\VPRUHHIIHFWLYH
DQGFKHDSHUWKDQODWHUUHPHG\LQJRIWKDWGDPDJH
x WKHSULQFLSOHRIUHGXFLQJULVNVDWWKHVRXUFH–LWLVXVXDOO\PRVWHIIHFWLYHDQGFKHDSHVW
WRPLQLPLVHQHJDWLYHLPSDFWVGLUHFWO\DWWKHLUVRXUFH
x WKHSROOXWHUSD\VSULQFLSOH–WKHSROOXWHUEHDUVHFRQRPLFUHVSRQVLELOLW\IRUSROOXWLRQDQG
PXVW EHDU WKH FRVWV FRQQHFWHG ZLWK OLPLWLQJ SROOXWLRQ DQG FRPSHQVDWLRQ IRU GDPDJH
FDXVHG
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x WKHSULQFLSOHRI VKDUHGUHVSRQVLELOLW\– UHVSRQVLELOLW\ IRU WKHVWDWHRI WKHHQYLURQPHQW
OLHV QRW RQO\ ZLWK WKH VWDWH EXW DOVR ZLWK ORFDO JRYHUQPHQW DQG RWKHU HOHFWHG ERGLHV
HFRQRPLFDFWRUVDQGHDFKLQGLYLGXDOFLWL]HQ
x WKHSULQFLSOHRIVXEVLGLDULW\– MXULVGLFWLRQDQGFRPSHWHQFHIRUGHFLVLRQPDNLQJVKRXOG
OLHDWWKHORZHVWSRVVLEOHSURIHVVLRQDOO\TXDOLILHGOHYHORIGHFLVLRQPDNLQJLHDVFORVHDV
SRVVLEOHWRWKHJLYHQLVVXHDQGLQGLYLGXDOFLWL]HQV
x WKHSULQFLSOH RI LQWHJUDWLRQ – WKLV SULQFLSOH VWDWHV WKDW UHTXLUHPHQWV IRU HQYLURQPHQWDO
SURWHFWLRQPXVW EH UHIOHFWHG LQ DOO UHOHYDQW VHFWRUDO SROLFLHV GHYHORSPHQW SURJUDPPHV
DQGDOOHFRQRPLFDFWLYLWLHVDQGGHFLVLRQPDNLQJPXVW LQWHJUDWHHQYLURQPHQWDOFRQFHUQV
DQGRSWLPLVHLPSDFWVDFURVVHQYLURQPHQWDOPHGLD
x WKH SULQFLSOH RI EHVW DYDLODEOH WHFKQRORJ\ %$7 – ZLOO EH D GHFLVLYH FULWHULRQ IRU
SHUPLWWLQJPDQXIDFWXULQJDFWLYLWLHVDQGZLOOEHGHILQHGDOZD\VLQWHUPVRIHQYLURQPHQWDO
SDUDPHWHUVDQGQRWE\UHTXLULQJDQ\VSHFLILFWHFKQRORJ\
x WKHSULQFLSOHRIVXEVWLWXWLRQ–UHSODFHPHQWRIGDQJHURXVDQGSROOXWLQJVXEVWDQFHV

,9,QWHU6HFWRUDO&RRSHUDWLRQDQG6HFWRUDO3ROLF\,QWHJUDWLRQ
 7KH6(3EDVHGRQWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQWLVQRWDSROLF\RQO\IRU
WKHVHFWRUDOFRPSHWHQFHRIWKH0R(7KHFUHDWLRQRIDQHQYLURQPHQWDOSROLF\DQGIXOILOPHQW
RILWVREMHFWLYHVPXVWEHEDVHGRQFORVHFRRSHUDWLRQZLWKRWKHUHFRQRPLFDQGVRFLDOVHFWRUVRI
WKHQDWLRQDOHFRQRP\LQFOXGLQJLQGXVWU\DJULFXOWXUHWUDQVSRUWDQGFRPPXQLFDWLRQVUHJLRQDO
GHYHORSPHQWKHDOWKIRUHLJQDIIDLUVHGXFDWLRQDQGRWKHUVHFWRUV,WPXVWDOVREHWKHUHVXOWRI
FRQWLQXRXV FRRSHUDWLRQ ZLWK PHPEHUV RI XQLYHUVLWLHV SURIHVVLRQDO LQVWLWXWLRQV SXEOLF
DGPLQLVWUDWLYH ERGLHV QRQJRYHUQPHQWDO QRQSURILW RUJDQLVDWLRQV VHFWRUDO LQGXVWU\
DVVRFLDWLRQV DQG EXVLQHVV ,W LV HVSHFLDOO\ LPSRUWDQW WR FRRSHUDWH ZLWK WKRVH WKH HFRQRPLF
VHFWRUVWKDWKDYHWKHJUHDWHVWHIIHFWRQWKHVWDWHRIWKHHQYLURQPHQWDQGFKDQJHVLQLWVTXDOLW\
DQG ODVWEXWQRW OHDVWZLWKWKHKHDOWKFDUHVHFWRUZLWKFORVHOLQNVEHWZHHQWKH6(3DQGWKH
1(+$3 1DWLRQDO (QYLURQPHQWDO +HDOWK $FWLRQ 3ODQ DSSURYHG E\ WKH *RYHUQPHQW LQ
’HFHPEHURI

&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

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9*HQHUDO(QYLURQPHQWDO3ROLF\2EMHFWLYHV
x WRLPSOHPHQWWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQW
x WRHPSOR\GLUHFWDQGLQGLUHFWLQVWUXPHQWVV\VWHPDWLFDOO\WRSURWHFWDQGLPSURYHWKHVWDWH
RIWKHHQYLURQPHQWLQDOOLWVFRPSRQHQWPHGLD
x WRHQIRUFHFRPSOLDQFHZLWK WKHUHTXLUHPHQWVRIKDUPRQLVHGHQYLURQPHQWDO OHJLVODWLRQLQ
SUDFWLFH DQG WR FKHFN FRPSOLDQFH DW D QDWLRQDO UHJLRQDO DQG ORFDO OHYHO DV SDUW RI WKH
SURFHVVRIDSSUR[LPDWLRQWR(8HQYLURQPHQWDOOHJLVODWLRQ
x WR SDUWLFLSDWH LQ LQWHUQDWLRQDO DFWLYLWLHV DQG WR FRQWULEXWH WR WKH UHVROXWLRQ RI JOREDO
HQYLURQPHQWDOLVVXHV
x WR LQFUHDVH WKH HIIHFWLYHQHVVRI WKH VWDWH DGPLQLVWUDWLRQ HVSHFLDOO\ LQ WKHSUHSDUDWLRQRI
ODZVDQGUHJXODWLRQVQHFHVVDU\IRUWKHWUDQVSRVLWLRQRI(8HQYLURQPHQWDOOHJLVODWLRQ
x WR GHILQH UHVSRQVLELOLW\ FRPSHWHQFH DQG GLYLVLRQ RI WDVNV LQ HQYLURQPHQWDO SURWHFWLRQ
EHWZHHQ LQGLYLGXDO PLQLVWULHV DQG LQ DFFRUGDQFH ZLWK WKH GHFODUHG SURJUDPPH RI WKH
*RYHUQPHQWUHYLVHFRPSHWHQFLHVLQODQGXVHSODQQLQJDQGSURWHFWLRQRIZDWHUDQGIRUHVWV
x WR LQWHJUDWH HQYLURQPHQWDO UHTXLUHPHQWV LQWR SURFHVVHV LQ RWKHU VHFWRUV IRU PDNLQJ
GHFLVLRQVRQWKHIXUWKHUGHYHORSPHQWRIWKHFRXQWU\DQGWKURXJKFRRSHUDWLRQZLWKRWKHU
ERGLHVRIWKHVWDWHDGPLQLVWUDWLRQWRLPSOHPHQWHQYLURQPHQWDOUHTXLUHPHQWV
x WRGHYHORSFORVHUDQGPRUHSHUPDQHQWUHODWLRQVKLSVEHWZHHQDOOSDUWLFLSDQWVLQGHFLVLRQ
PDNLQJ SURFHVV HVSHFLDOO\ ZLWK 0HPEHUV RI 3DUOLDPHQW ZLWK UHSUHVHQWDWLYHV RI ORFDO
JRYHUQPHQWDQGORFDOVWDWHERGLHVLQGXVWU\DQGQRQJRYHUQPHQWDORUJDQLVDWLRQVZLWKWKH
DLP RI LQFUHDVLQJ PXWXDO LQIRUPDWLRQ H[FKDQJH DQG RI FUHDWLQJ D IHHOLQJ RI VKDUHG
HQYLURQPHQWDOUHVSRQVLELOLW\
x WRSXWLQSODFHDV\VWHPRISURYLVLRQRIHQYLURQPHQWDOLQIRUPDWLRQDQGLQWKLVIUDPHZRUN
WR LPSOHPHQW WKHSULQFLSOHVRI IUHHDFFHVV WR DQGGLVVHPLQDWLRQRI WKLV LQIRUPDWLRQ WKH
$DUKXV&RQYHQWLRQ
x WRVWUHQJWKHQWKHUROHRIUHVHDUFKDQGGHYHORSPHQWLQWKHHQYLURQPHQWDODUHD
x WKURXJKHQYLURQPHQWDOHGXFDWLRQSXEOLFDZDUHQHVVDQGWUDLQLQJWRLQFUHDVHLQWHUHVWDQG
WRVXSSRUWSXEOLFSDUWLFLSDWLRQLQHQYLURQPHQWDOGHFLVLRQPDNLQJ
x WRSUHSDUHD VWUDWHJ\ IRU ILQDQFLQJ WKLVHQYLURQPHQWDOSROLF\DQG WKHPHDVXUHV UHVXOWLQJ
IURPLWHVSHFLDOO\LQUHODWLRQWRZDWHUTXDOLW\IRUWRZQVZDVWHZDWHUWUHDWPHQWSODQWVDQG
ZDVWHPDQDJHPHQW
x WR FUHDWH FRQGLWLRQV IRU H[SDQGLQJ VRXUFHV RI ILQDQFLQJ WKURXJK WKH XVH RI FRPELQHG
LQVWUXPHQWV
90HDVXUHVDQG2EMHFWLYHVIRU,QGLYLGXDO(QYLURQPHQWDO0HGLD
9$WPRVSKHUH$LU
7KHHFRQRPLFGHYHORSPHQWRYHUWKHODVWWZRFHQWXULHVKDVEHJXQWRVHULRXVO\GLVWXUE
WKH QDWXUDO SURFHVVHV WKDW PDLQWDLQ D EDODQFHG VWDWH RI WKH DWPRVSKHUH (YHU LQFUHDVLQJ
DPRXQWVRIJDVHRXVVROLGDQGOLTXLGSROOXWDQWVDUHEHLQJHPLWWHGLQWRWKHDLUGXVWVXVSHQGHG
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

SDUWLFXODWHV VXOSKXU DQG QLWURJHQ R[LGHV YRODWLOH DQG SHUVLVWHQW RUJDQLF DQG LQRUJDQLF
FRPSRXQGVPHWKDQHKHDY\PHWDOVHWF
%HWZHHQ  DQG  WKHUH ZDV D PDUNHG GHFUHDVH LQ HPLVVLRQV RI WUDGLWLRQDO
SROOXWDQWVLQWKH&]HFK5HSXEOLFGXVWDQGR[LGHVRIVXOSKXU+RZHYHULWVKRXOGEHSRLQWHG
RXW WKDW VSHFLILF HPLVVLRQV RI WUDGLWLRQDO SROOXWDQWV UHPDLQ DPRQJVW WKH KLJKHVW LQ 2(&’
PHPEHU FRXQWULHV 7KH &5 FRQWLQXHV WR H[HUW D QHJDWLYH LQIOXHQFH RQ DLU TXDOLW\ LQ
QHLJKERXULQJFRXQWULHV7KHH[SHFWHGLQFUHDVHLQWUDQVSRUWSUREDEO\PHDQVWKDWLWZLOOQRWEH
DVLPSOHPDWWHUWRGHFUHDVH12[HPLVVLRQVDQGFRQWURO12[FRQFHQWUDWLRQVDQGVXEVHTXHQWO\
WURSRVSKHULFR]RQHDQGWKLVZLOOEHUHIOHFWHGLQPRUHIUHTXHQWRFFXUUHQFHVRISKRWRFKHPLFDO
VPRJ
7KH VWDWH DLUTXDOLW\PRQLWRULQJDQGZDUQLQJ V\VWHPZDVHVWDEOLVKHG WRPRQLWRU WKH
PRVWLPSRUWDQWSROOXWDQWVRQWKHEDVLVRIWKHVWDWHRINQRZOHGJHDWWKHEHJLQQLQJRIWKHV
DQG ZRUNV ZHOO ,W ZLOO KRZHYHU EH QHFHVVDU\ WR PRGHUQLVH WKLV V\VWHP LQ UHODWLRQ WR WKH
TXDOLWDWLYHFKDQJHLQWKHVSHFWUXPRISROOXWDQWVHVSHFLDOO\DVDUHVXOWRILQFUHDVLQJWUDIILFDQG
WKH LQFUHDVLQJO\ IUHTXHQW RFFXUUHQFH RI SKRWRFKHPLFDO VPRJ ZLWK PRUH HPSKDVLV RQ
PRQLWRULQJRIR]RQHDQGDLUERUQHSDUWLFXODWHVLQFOXGLQJWKHLUFKHPLFDOFRPSRVLWLRQ
0HDVXUHVDQG2EMHFWLYHV
x FRPSOHWH WKH WDVNVVHWRXW LQ WKH1DWLRQDO3URJUDPPHIRU WKH3UHSDUDWLRQRI WKH&5IRU
0HPEHUVKLSLQWKH(8DLUTXDOLW\
x GHFUHDVHHPLVVLRQVIURPVPDOOVWDWLRQDU\VRXUFHV
x LQWURGXFH VWULFWHU HPLVVLRQ OLPLWV RQ 12[ IRU ODUJH FRPEXVWLRQ SODQW LQ OLQH ZLWK (8
UHTXLUHPHQWV
x GHFUHDVHVSHFLILFHPLVVLRQVRI12[DQGYRODWLOHRUJDQLFFRPSRXQGVIURPPRELOHVRXUFHV
x GHFUHDVH HPLVVLRQV RI YRODWLOH RUJDQLF FRPSRXQGV LQ PDQXIDFWXULQJ EXVLQHVV DQG
GLVWULEXWLRQ
x FRQWLQXHLQWHJUDWLRQRIHQYLURQPHQWDOFRQFHUQVLQWRVHFWRUDOSROLFLHV
x LPSOHPHQWDJHQHUDOHQYLURQPHQWDOO\VRXQGWUDQVSRUWVWUDWHJ\LQFOXGLQJPLQLPLVDWLRQRI
XVHRIWUDQVSRUW
x XVHDPRUHHIIHFWLYHFRPELQDWLRQRIHFRQRPLFLQVWUXPHQWVLQFOXGLQJVWUHQJWKHQLQJRIWKH
UROHRIHPLVVLRQFKDUJHV
x LPSURYHFROOHFWLRQRIGDWDDQGVXEPLVVLRQRIUHSRUWVRQWKHRFFXUUHQFHRIKHDY\PHWDOV
DQGRWKHUKD]DUGRXVVXEVWDQFHVLQWKHDLU LQFOXGLQJDLUERUQHSDUWLFXODWHVDQGSHUVLVWHQW
RUJDQLFSROOXWDQWV

9+\GURVSKHUH:DWHU
 :DWHUPXVWEHSUHVHUYHGIRUIXWXUHJHQHUDWLRQVLQWKHJUHDWHVWSRVVLEOHDEXQGDQFHDQG
ZLWKWKHEHVWSRVVLEOHTXDOLW\7KHDLPRIVWDWHSROLF\LQWKLVVSKHUHWKXVOLHVSDUWLFXODUO\LQ
SURWHFWLRQ RIZDWHU DV D EDVLF FRPSRQHQW RI WKH HQYLURQPHQW HQVXULQJ DGHTXDWHZDWHU IRU
GULQNLQJ DQG RWKHU HFRQRPLF SXUSRVHV DQG DOOHYLDWLQJ WKH FRQVHTXHQFHV RI GU\ VSHOOV DQG
IORRGV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

 7KH&]HFK5HSXEOLFOLHVDWWKHPHHWLQJSRLQWRIWKUHHPDMRUZDWHUVKHGVGUDLQLQJLQWR
WKH1RUWK%DOWLFDQG%ODFN6HDVDQGSUDFWLFDOO\DOOLWVPRUHVLJQLILFDQWZDWHUFRXUVHVUXQLQWR
LWV QHLJKERXULQJ FRXQWULHV &RQVHTXHQWO\ZDWHU VRXUFHV LQ WKH &]HFK5HSXEOLF DUH OLPLWHG
DQGGHSHQGHQWRQDWPRVSKHULFSUHFLSLWDWLRQDQGSROOXWLRQRIZDWHUFRXUVHVFRXQWU\DIIHFWVQRW
RQO\WKHHQYLURQPHQWRIWKH&5EXWDOVRWKHHQYLURQPHQWVRIQHLJKERXULQJFRXQWULHVLQWKH
ZDWHUVKHGVRIWKH(OEH2GUDDQG’DQXEH
 7KHDSSURDFKWRSURWHFWLRQDQGPDQDJHPHQWRIZDWHUKDVFKDQJHGJUHDWO\LQWKH&5
VLQFH  ,W LV QRZ PRUH LQWHJUDWHG DQG XWLOLVHV D EURDGHU VSHFWUXP RI PHDVXUHV DQG
LQVWUXPHQWV
 3ULRU WRZDWHU FRQVXPSWLRQZDVFKDUDFWHULVHGE\D FRQWLQXRXV LQFUHDVH VLQFH
 WKH WUHQG LQ DEVWUDFWLRQ RI VXUIDFH DQG JURXQG ZDWHUV KDV EHHQ RQH RI GHFUHDVH
SULPDULO\DVDUHVXOWRIWKHLQFUHDVLQJSULFHRIZDWHUDQGWKHIDOOLQLQGXVWULDODQGDJULFXOWXUDO
SURGXFWLRQ7KHSURSRUWLRQRI WKHSRSXODWLRQVXSSOLHGIURPSXEOLFZDWHUPDLQVZDVLQ
 DQ LQFUHDVH E\ DERXW  WKRXVDQG SHRSOH IURP  WR  WKH LQGH[ RI ZDWHU
FRQVXPSWLRQ SHU KRXVHKROG UHFRUGHG D GHFUHDVH IURP  OSHUVRQGD\ LQ  WR 
OSHUVRQGD\LQ
 %HWZHHQ  DQG  PDUNHG VXFFHVV ZDV DFKLHYHG LQ LPSURYLQJ WKH VLWXDWLRQ
FRQFHUQLQJGLVFKDUJHVRIZDVWHZDWHU7KHVKDUHRIWKHSRSXODWLRQFRQQHFWHGWRSXEOLFVHZHUV
LQFUHDVHGIURPLQWRLQDQGWKHIUDFWLRQRIZDVWHZDWHUGLVFKDUJHG
LQWRSXEOLFVHZHUVLQFUHDVHGIURPLQWRLQ$WRWDORIZDVWHZDWHU
WUHDWPHQW SODQWV ZHUH FRQVWUXFWHG EHWZHHQ  DQG  ZLWK D UHVXOWLQJ GHFUHDVH LQ
UHFRUGHG%2’E\LQLQVROXEOHVXEVWDQFHVE\LQGLVVROYHGLQRUJDQLFVDOWVE\
DQG LQ SHWUROHXP VXEVWDQFHV E\ +RZHYHU WKH &]HFK 5HSXEOLF VWLOO GRHV QRW FRPSO\
ZLWK WKH UHTXLUHPHQWVRI WKH(XURSHDQ8QLRQ– IRUPXQLFLSDO SROOXWLRQ VRXUFHV FRQGLWLRQV
DUHXQVDWLVIDFWRU\SULPDULO\IRUPXQLFLSDOLWLHVZLWK–LQKDELWDQWVZKHUHRXWRID
WRWDORIPXQLFLSDOLWLHVGRQRWKDYHZDVWHZDWHUWUHDWPHQWSODQWVDQGLQDIXUWKHU
OHVV WKDQ  RI WKH SRSXODWLRQ LV FRQQHFWHG WR WKH ORFDO WUHDWPHQW SODQW )RU LQGXVWULDO
SROOXWLRQVRXUFHVWKHNH\SUREOHPLVWKHGLVFKDUJHRIKD]DUGRXVVXEVWDQFHVHVSHFLDOO\KHDY\
PHWDOV DQG FHUWDLQ RUJDQLF VXEVWDQFHV$VZHOO DV GHFUHDVLQJ SROOXWLRQ IURPSRLQW VRXUFHV
WKHUHLVDQLQFUHDVLQJQHHGWROLPLWQRQSRLQWVRXUFHVRISROOXWLRQHVSHFLDOO\IURPDJULFXOWXUH
ZKHUHWKHPDLQSUREOHPLVRQHRISRRUDJULFXOWXUDOSUDFWLFH
 ,Q VSLWH RI SRVLWLYH GHYHORSPHQWV LQ ZDWHU TXDOLW\ RYHU WKH ORQJWHUP WKH &]HFK
5HSXEOLF KDV QRW \HW DFKLHYHG WKH ZDWHU TXDOLW\ UHTXLUHPHQWV RI WKH ’LUHFWLYHV RI WKH
(XURSHDQ 8QLRQ 3UREOHPV UHPDLQ HVSHFLDOO\ LQ FRQQHFWLRQ ZLWK SROOXWLRQ RI ZDWHU E\
FRPSRXQGV RI QLWURJHQ DQG SKRVSKRUXV FDXVLQJ HXWURSKLFDWLRQ RI ZDWHU ERGLHV VRPH
PHWDOVFHUWDLQRUJDQLFVXEVWDQFHVDQGPLFURELDOSROOXWLRQ
 (FRQRPLFGHYHORSPHQWLVDOVRDFFRPSDQLHGE\FKDQJHVLQODQGXVHLQZDWHUVKHGVDQG
YDOOH\ IORRGSODLQV OHDGLQJ WR DQ LQFUHDVHG GDQJHU RI IORRGLQJ DQG WKH H[WHQW RI SRWHQWLDO
GDPDJH7KLVVWDWHRIDIIDLUVLVFDXVHGERWKE\ODFNRIUHVSHFWIRUWKHODZVRIQDWXUHDQGE\
XQSODQQHGFRQVWUXFWLRQLQIORRGSODLQV
0HDVXUHVDQG2EMHFWLYHV
x HQVXUH IXOO FRPSDWLELOLW\ RI&]HFK HQYLURQPHQWDO OHJLVODWLRQZLWK (8 OHJLVODWLRQ LH WR
FRPSOHWHWKHWDVNVHVWDEOLVKHGE\WKH1DWLRQDO3URJUDPPHIRUWKH3UHSDUDWLRQRIWKH&5
IRU 0HPEHUVKLS LQ WKH (8 ZDWHU TXDOLW\ DQG HVSHFLDOO\ WR SUHSDUH DSSURYH DQG
LPSOHPHQWDQHZ:DWHU$FWDQGUHODWHGUHJXODWLRQV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

x SURYLGHIRUWKHIXOILOPHQWRILQWHUQDWLRQDOFRPPLWPHQWVRIWKH&5LQUHODWLRQWRSURWHFWLRQ
RI WKHZDWHUVKHGVRI WKH(OEH0RUDYD’DQXEH DQG2GUD DQG LQ UHODWLRQ WR FRRSHUDWLRQ
ZLWKQHLJKERXULQJFRXQWULHVZKHUHZDWHUVIRUPWKHERUGHU
x JUDGXDOO\UHVWRUHQDWXUDOZDWHUF\FOHVSURWHFWJURXQGZDWHUVLQFUHDVHWKHUHWHQWLYHDELOLW\
RIWKHODQGDQGHQVXUHWKHUHQHZDEOHQDWXUHRIZDWHUUHVRXUFHV
x FRQWLQXHZLWKWKHZDWHUFRXUVHUHFRYHU\SURJUDPPHUHQHZDORIULYHUEDQNYHJHWDWLRQDQG
QDWXUDOPHDQGHUVDQG WKHFUHDWLRQRISURWHFWLYH ULYHUEDQN]RQHVDORQJZDWHUFRXUVHVDQG
UHVHUYRLUV
x IRU PXQLFLSDO SROOXWLRQ VRXUFHV DFKLHYH WKH REMHFWLYH RI PHFKDQLFDO DQG ELRORJLFDO
WUHDWPHQWRIZDVWHZDWHU IURPDOO VHWWOHPHQWVZLWKRYHUSHUVRQHTXLYDOHQWVE\ WKH
\HDU
x LQFUHDVH WKH SURSRUWLRQ RI WKH SRSXODWLRQ FRQQHFWHG WR SXEOLF VHZHUDJH IURP  LQ
WRLQWKH\HDU
x GHFUHDVHWKHVKDUHRIZDWHUFRXUVHVFODVVLILHGLQZDWHUTXDOLW\EDQGVµKLJKO\SROOXWHG¶DQG
µYHU\KLJKO\SROOXWHG¶IURPWKHFXUUHQWILJXUHRIDSSUR[LPDWHO\WRRIWKHRYHUDOO
OHQJWKRIPRQLWRUHGZDWHUFRXUVHV
x LQWURGXFHQHZ VWULFWHU OLPLWV IRU LQGXVWULDO SROOXWLRQ OHDGLQJ WR D UHGXFWLRQRI SROOXWLRQ
DQG GHFUHDVH LQZDWHU FRQVXPSWLRQ LQ LQGXVWU\ DV SDUW RI LPSOHPHQWDWLRQ RI ’LUHFWLYH
(&,33&RQLQWHJUDWHGSROOXWLRQSUHYHQWLRQDQGFRQWURO
x VXSSRUW WKH XVH RI VOXGJHV IURP ZDVWHZDWHU WUHDWPHQW SODQWV LQ DJULFXOWXUH HVSHFLDOO\
WKURXJKOLPLWDWLRQRIGLVFKDUJHVRIKD]DUGRXVVXEVWDQFHVIURPLQGXVWU\LQWRSXEOLFVHZHUV
x H[WHQGPRQLWRULQJ RI WKH TXDOLW\ DQG TXDQWLW\ RI JURXQG DQG VXUIDFH ZDWHUV LQFOXGLQJ
PRQLWRULQJ RI WKH HFRORJLFDO VWDWH RI ZDWHUV DFFRUGLQJ WR (8 UHTXLUHPHQWV DQG XQLI\
PRQLWRULQJRIPLQRUDQGPDMRUZDWHUFRXUVHV
x SUHSDUHDQGLPSOHPHQWDFWLRQSODQVIRUDFKLHYLQJWKHHQYLURQPHQWDOTXDOLW\VWDQGDUGVVHW
E\LQGLYLGXDO(8’LUHFWLYHVLQWKHDUHDRIZDWHUSURWHFWLRQ
x JUDGXDOO\ DVVHVV GUDLQDJH FDSDFLW\ LQ LQGLYLGXDO ZDWHUVKHGV GHOLPLW IORRGSODLQV DQG
DVVHVV WKH SRVVLELOLW\ RI UHHYDOXDWLRQ RI WKH XVH RI IORRGSODLQV RU WKH OHYHO RI IORRG
SURWHFWLRQ LQ WKHLU LQGLYLGXDO SDUWV ,Q LQFUHDVLQJ WKH OHYHO RI IORRG SURWHFWLRQ HYDOXDWH
LQGLYLGXDO PHDVXUHV HDVLQJ ULYHU IORZV GU\ GLNHV SURWHFWLYH GDPV DQG UHWHQWLRQ
UHVHUYRLUVLQDFRPSUHKHQVLYHZD\DQGLQUHODWLRQWRWKHHQWLUHZDWHUVKHG

9/LWKRVSKHUH6RLOWKH*HRORJLFDO(QYLURQPHQW0LQHUDO5HVRXUFHV
 7KH VRLO LV WKH OLYLQJ VXUIDFH OD\HU RI WKH (DUWK¶V FUXVW ZKLFK IXOILOV LPSRUWDQW
HFRORJLFDODQGSURGXFWLYH IXQFWLRQV7KHVRLO LV WKHHQYLURQPHQW IRUVRLORUJDQLVPVDQG WKH
EDVLV IRU YHJHWDWLRQ DQG DJULFXOWXUDO SURGXFWLRQ LW UHJXODWHV WKH ZDWHU F\FOH DQG ILOWHUV
DEVRUEVDQGEUHDNVGRZQIRUHLJQVXEVWDQFHV7KHTXDOLW\RIWKHVRLOWRDFRQVLGHUDEOHGHJUHH
SUHGHWHUPLQHVWKHTXDOLW\RIRWKHUHQYLURQPHQWDOPHGLD7KHVRLOLVDYLUWXDOO\QRQUHQHZDEOH
QDWXUDOUHVRXUFH
 ,QDGGLWLRQWRWKH(DUWK¶VRFHDQVWKHOLWKRVSKHUHDFFXPXODWHVSROOXWDQWVSURGXFHGE\
KXPDQDFWLYLW\7KURXJKELRORJLFDODQGJHRFKHPLFDOSURFHVVHVSDUWRIWKHVXEVWDQFHVLQWKH
VRLO LV FRQYHUWHG WKH RUJDQLF IUDFWLRQ RU VLPSO\ UHWDLQHG LQ WKH FDVH RI WR[LF PHWDOV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

XUDQLXP UDGLRDFWLYH FDHVLXP DQG UHWXUQHG WR WKH HFRORJLFDO F\FOH SDUW LV UHWDLQHG DQG
LQFRUSRUDWHGLQWRWKHVRLODQGXQGHUO\LQJOD\HUV
 ([WUDFWLRQ RI UDZPDWHULDOV GDPDJHV WKH ODQGVFDSH FKDQJHV LWV SK\VLFDO UHOLHI DQG
GHVWUR\V KDELWDWV HQGDQJHUV JURXQGZDWHU DQG XVHV XS QRQUHQHZDEOH QDWXUDO UDZPDWHULDO
UHVRXUFHVDQGLWLVWKHUHIRUHQHFHVVDU\WRUHGXFHWKLVH[WUDFWLRQWRWKHORZHVWSRVVLEOHUDWLRQDO
OHYHOIRUOLPHVWRQHRWKHUVWRQHNDROLQHWF2UHSURFHVVLQJUHVLGXHVIURPWKHSDVWDQGWLSV
WRJHWKHUZLWKDFLGLFPLQHZDWHUVHQGDQJHUWKHELRVSKHUHZLWKWR[LFPHWDOVDQGDFLGLW\
 6XUIDFH PLQLQJ RI EURZQ FRDO LQ 1RUWKHUQ %RKHPLD UHOHDVHV YROXPHV RI JDVHRXV
SROOXWDQWVDQGGXVWLQWRWKHDLUFKDQJHVPRUSKRORJ\DQGFDXVHVH[WHQVLYHGHYDVWDWLRQRIWKH
RULJLQDODUHDE\PLQHVDQGWKHLUDFFRPSDQ\LQJVWUXFWXUHV7KHGDPDJHWRWKHHQYLURQPHQWLV
VR DSSDUHQW WKDW WKLV DUHD KDV EHFRPH D V\PERO IRU WKH VHULRXV HQYLURQPHQWDO SUREOHPV LQ
&HQWUDO(XURSH

0HDVXUHVDQG2EMHFWLYHV
x SUHSDUHDQGLPSOHPHQWD OHJDOIUDPHZRUNIRUSURWHFWLRQRI WKHVRLODVDQHQYLURQPHQWDO
PHGLXP
x LGHQWLI\ DQG TXDQWLI\ WKH LQSXWV RI IRUHLJQ VXEVWDQFHV LQWR WKH VRLO LQFOXGLQJ DVVHVVLQJ
WKHVHIURPDQHFRORJLFDOHFRQRPLFDQGKHDOWKYLHZSRLQW
x GHYHORS DQG LQWURGXFH D PHWKRG RI ULVN DVVHVVPHQW IRU SDVW HQYLURQPHQWDO GDPDJH
FRQWDPLQDWHGODQGHWFE\WKH\HDUDWWKHODWHVW
x XQGHUWDNHH[WHQVLYHUHFODPDWLRQRIDUHDVDIIHFWHGE\PLQLQJDFWLYLWLHV

9%LRWD)ORUD)DXQD/DQGVFDSH
 1DWXUHDQGWKHODQGVFDSHDUHSDUWRIZHDOWKRIWKHQDWLRQDQGWKHLUFRQGLWLRQGLUHFWO\
RU LQGLUHFWO\DIIHFWV WKHHFRQRPLFDQGLQPDQ\UHVSHFWVDOVRWKHFXOWXUDOVWDWHRI WKHQDWLRQ
3URWHFWLRQRI WKLVQDWXUDOZHDOWK LV LQ WKHSXEOLF LQWHUHVW ,VVXHVRIVWUDWHJLF LPSRUWDQFH WKDW
WKH VWDWH PXVW WDNH UHVSRQVLELOLW\ IRU LQFOXGH PDLQWHQDQFH DQG VXSSRUW IRU ELRORJLFDO
GLYHUVLW\ EHQHILFLDOZDWHUPDQDJHPHQW SUHVHUYDWLRQ RI WKH QDWXUDO IHUWLOLW\ RI WKH VRLO DQG
RWKHU IXQFWLRQV DQG XVHV RI ODQG DQG SURWHFWLRQ RI WKH QDWXUDO DQG FXOWXUDO YDOXHV RI WKH
ODQGVFDSH
 7KH ODQGVFDSH DV D ZKROH DQG LWV QDWXUDO FRPSRQHQWV KDYH XQGHUJRQH VXEVWDQWLDO
FKDQJHVRYHUWKHODVWIHZGHFDGHV’LVDSSHDULQJVSHFLHVRIIDXQDDQGIORUDDQGWKHFKDQJLQJ
ODQGVFDSHDUHWKHPRVWVHULRXVLQGLFDWRUVRIHQYLURQPHQWDOGDPDJH7KHFXUUHQWVLWXDWLRQKDV
EHHQEURXJKWDERXWE\DSURORQJHGDQGXQDPELJXRXVH[SORLWDWLRQRIQDWXUDOUHVRXUFHVDQGWKH
ODQGVFDSH XQGHUWDNHQ ZLWKRXW FRQVLGHUDWLRQ IRU QDWXUH SURWHFWLRQ 7KLV KDV EHHQ
FKDUDFWHULVHGE\LQDSSURSULDWHLQWHQVLILFDWLRQRIDJULFXOWXUDODQGIRUHVWSURGXFWLRQXQVXLWDEOH
SURGXFWLRQ WHFKQLTXHV H[FHVVLYH SROOXWLRQ RIZDWHU VRXUFHV DQG IUHTXHQWO\ XQUHVWUDLQHG RU
LQDSSURSULDWHXUEDQLVDWLRQ2YHUSDUWRIWKHFRXQWU\WKHHFRORJLFDOIXQFWLRQVRIWKHODQGVFDSH
DUHEHLQJGDPDJHGE\H[WHQVLYHPLQHUDOH[WUDFWLRQ([WHQVLYHDUHDVKDYHEHHQGDPDJHGRYHU
SURORQJHG SHULRGV E\ SRRU DLU TXDOLW\ DQG DWPRVSKHULF GHSRVLWLRQ IURP LQGXVWU\ HQHUJ\
SURGXFWLRQ DQGPRELOH VRXUFHV OHDGLQJ WR FULWLFDO GDQJHU WR IRUHVWV DQG GLVWXUEDQFH WR WKH
VWDELOLW\ RI ZDWHUVKHGV 6XEVHTXHQWO\ WKHVH ZHDNHQHG IRUHVW VWDQGV DUH WKHQ DWWDFNHG E\
FDWDVWURSKLFSHVWVLQDQXPEHURIDUHDV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

 7KHPRVW VHULRXV FRQVHTXHQFHRI WKLV WUHQG LV WKH ORVVRI WKH QDWXUDO IHUWLOLW\ RI WKH
VRLO WKHPDUNHGGHFUHDVH LQ LWVDELOLW\ WR UHWDLQZDWHUDQGDGHFUHDVH LQELRORJLFDOGLYHUVLW\
DQGWKHSRSXODWLRQVRILQGLJHQRXVVSHFLHV
 ,QVSLWHRI WKHXQVDWLVIDFWRU\RYHUDOOVWDWHRI WKHQDWXUDOHQYLURQPHQWVRPHYDOXDEOH
QDWXUDODUHDVKDYHEHHQSUHVHUYHGLQUHODWLYHO\JRRGFRQGLWLRQRULQDVWDWH WKDWHQDEOHVWKH
UHQHZDORIQDWXUDOSURFHVVHV6RPHDUHDVRIVSHFLDOQDWXUDOYDOXHDERXWRIWKHRYHUDOO
DUHD RI WKH FRXQWU\ DUH GHVLJQDWHG XQGHU VSHFLDO SURWHFWLYH UHJLPHV SXUVXDQW WR $FW 1R
&ROORQ WKHSURWHFWLRQRIQDWXUHDQG WKH ODQGVFDSH$VSHFLILFSURWHFWLYH UHJLPH
KDVEHHQ LQWURGXFHGIRUQDWXUH UHVHUYHVZLWKDQRYHUDOODUHDFRUUHVSRQGLQJ WRRI
WKHWRWDODUHDRIWKH&5
 ,QRUGHUWRHQVXUHDV\VWHPDWLFDSSURDFKWRLPSURYLQJWKHFXUUHQWVWDWHRIDIIDLUVWKH
*RYHUQPHQW RI WKH &5 SDVVHG ’HFLVLRQ 1R  RI -XQH   D VWUDWHJLF GRFXPHQW
FRQFHUQHG ZLWK SURWHFWLRQ RI WKH QDWXUDO HQYLURQPHQW DQG VXVWDLQDEOH XWLOLVDWLRQ RI LWV
FRPSRQHQWSDUWV WKHµ6WDWH1DWXUHDQG/DQGVFDSH3URWHFWLRQ3URJUDPPHRI WKH&]HFK
5HSXEOLF¶ ZKLFK LQFOXGHV D VXPPDU\ DQDO\VLV RI WKH VWDWH RI QDWXUH DQG WKH ODQGVFDSH
HYDOXDWLRQ RI WKH FDXVHV RI WKLV VWDWH DQG GHYHORSLQJ WUHQGV LQFOXGLQJ HYDOXDWLRQ RI WKH
HIIHFWLYHQHVV WR GDWH RI LQVWUXPHQWV IRU QDWXUH DQG ODQGVFDSH SURWHFWLRQ 7KLV FRQFHSWXDO
PDWHULDO LQFRUSRUDWHV ERWK DQ RYHUDUFKLQJ SURJUDPPH DQG PRUH VSHFLILF DFWLRQV SULRULW\
WDVNV DQG PHDVXUHV LQ QDWXUH DQG ODQGVFDSH SURWHFWLRQ DQG REMHFWLYHV EDVHG RQ WKH
UHODWLRQVKLSEHWZHHQQDWXUHDQGODQGVFDSHSURWHFWLRQDQGUHJLRQDOSROLFLHVODQGXVHSODQQLQJ
DQGXUEDQLVDWLRQ IRUHVWPDQDJHPHQW DJULFXOWXUHZDWHUSROLF\ZDWHUPDQDJHPHQW WRXULVP
DQG UHFUHDWLRQ WUDQVSRUW DQG PLQHUDO H[WUDFWLRQ DV ZHOO DV OHJLVODWLYH DQG HFRQRPLF
REMHFWLYHVDQGREMHFWLYHVUHODWHGWRLQIRUPDWLRQ

0HDVXUHVDQG2EMHFWLYHV
x LPSOHPHQWWKH6WDWH1DWXUHDQG/DQGVFDSH3URWHFWLRQ3URJUDPPH
x GHFUHDVH WKH DUHD XQGHU FXOWLYDWLRQ WR  RI DJULFXOWXUDO ODQG WKURXJK VHOHFWLYH
DIIRUHVWDWLRQELRFRUULGRUVRUHVWDEOLVKPHQWRIJUDVVODQGVE\WKH\HDU
x LPSURYHVRLOTXDOLW\WKURXJKOLPLWDWLRQRIWKHLQSXWRIGDQJHURXVVXEVWDQFHVLQWRFRPSRVWV
DQGVOXGJHV
x OLPLWIRRGVWXIISURGXFWLRQRQFRQWDPLQDWHGVRLOV
x XWLOLVHFRQWDPLQDWHGVRLOVIRUJURZLQJLQGXVWULDOFURSVDQGELRPDVVIRUHQHUJ\JHQHUDWLRQ
x E\ WKH\HDU HVWDEOLVK DW OHDVWRI WKHSURSRVHGGHVLJQDWHGDUHDVRI HFRORJLFDO
VWDELOLW\DVSDUWRIDSSURYHGFRPSUHKHQVLYHODQGXVHSODQQLQJGRFXPHQWV

93K\VLFDO)DFWRUV
 3K\VLFDOIDFWRUVRUILHOGVFRQVLVWLQJLQWKHGLVWULEXWLRQDQGDFWLRQRISK\VLFDOIRUFHV
DQGIDFWRUVFRQVWLWXWHDYHU\LPSRUWDQWFRPSRQHQWRIWKHHQYLURQPHQW7KHLQGLYLGXDOIDFWRUV
RISK\VLFDO ILHOGV FRVPLF LRQLVLQJDQGQRQLRQLVLQJ UDGLDWLRQHOHFWURPDJQHWLF ILHOGVQRLVH
YLEUDWLRQVWKHUPDOSROOXWLRQGLIIHULQWKHLUSK\VLFDOQDWXUH
 3UREOHPV FRQQHFWHG ZLWK SK\VLFDO ILHOGV LQFOXGH VRFDOOHG µJOREDO HQYLURQPHQWDO
SUREOHPV¶7KHLQFUHDVLQJIUDFWLRQRI&2LQWKHDWPRVSKHUHDQGWKHFRQVHTXHQWJUHHQKRXVH
HIIHFW DQG FOLPDWLF FKDQJHV DUH D YHU\ VHULRXV W\SH RI WKHUPDO SROOXWLRQ GLVWXUELQJ WKH
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\
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SODQHW¶VWKHUPDOEDODQFHDQGWKHGDPDJHWRWKHR]RQHOD\HUIURPKXPDQDFWLYLWLHVLQFUHDVHV
WKHLQWHQVLW\RIFRVPLFUDGLDWLRQUHDFKLQJWKHVXUIDFHRIWKH(DUWK
 7KHEHVWNQRZQSK\VLFDOIDFWRUVDUHYDULRXVNLQGVRIUDGLDWLRQQRLVHDQGYLEUDWLRQV
5DGRQDQGLWVGDXJKWHUSURGXFWVDUHDVLJQLILFDQWVRXUFHRIUDGLDWLRQ,QWKH&5QHZ
FDVHVRIOXQJFDQFHUDUHUHFRUGHGDQQXDOO\RIZKLFKDSSUR[LPDWHO\DUHUHODWHGWRUDGRQ
H[SRVXUH5DGRQFRQFHQWUDWLRQVLQLQGRRUDLUDUHVHYHUDOWLPHVJUHDWHUWKDQLQWKHRXWGRRUDLU
$ERXW  RI WKH SRSXODWLRQ RI WKH &5 OLYHV LQ EXLOGLQJV ZKHUH WKH UDGRQ FRQFHQWUDWLRQ
H[FHHGVWKHFULWLFDOOHYHO%TP7KH’HFLVLRQRIWKH*RYHUQPHQWRIWKH&51RRI
’HFHPEHU   UHTXLUHG D V\VWHPDWLF VHDUFK IRU EXLOGLQJVZLWK HOHYDWHG RFFXUUHQFH RI
UDGRQ 6WXGLHV DUH FDUULHG RXW LQ WKH &5 IRU H[LVWLQJ UHVLGHQWLDO EXLOGLQJV HGXFDWLRQDO
IDFLOLWLHVDQGVRPHRWKHUEXLOGLQJVHVSHFLDOO\LQDUHDVNQRZQWREHDWHOHYDWHGULVNRIUDGRQ
H[SRVXUH$SSUR[LPDWHO\RQHTXDUWHURIEXLOGLQJVLQZKLFKUDGRQFRQFHQWUDWLRQVH[FHHGWKH
FULWLFDOOHYHOKDYHEHHQPDGHVDIHZLWKILQDQFLDODVVLVWDQFHIURPWKHVWDWH
 1RLVHLVWKHSK\VLFDOIDFWRUWKDWFDXVHVJUHDWHVWQXLVDQFHWRWKHSRSXODWLRQ1RLVHKDV
D GHWULPHQWDO LPSDFW RQ WKH TXDOLW\ RI VOHHS FDXVHV JHQHUDO DJJUDYDWLRQ D GHWHULRUDWLRQ LQ
VRFLDOEHKDYLRXUDQGSDUWLFXODUO\UHGXFHVPHQWDOIXQFWLRQLQJ2YHUORQJHUSHULRGVRIWLPHLW
FDXVHVVWUHVVIDWLJXHLQVRPQLDDQGFDQEHFRQVLGHUHGDVDSRWHQWLDOSDWKRJHQLFDJHQWWKDWFDQ
OHDG WR LQFUHDVHG RFFXUUHQFH RI RWKHU GLVHDVHV 7UDQVSRUW FDXVHV  RI DOO QRLVH 7KH
JUHDWHVW FRQWULEXWLRQ FRPHV IURP URDG WUDQVSRUW DQG DLU WUDQVSRUW ZKLFK FDXVHVPD[LPXP
QRLVH OHYHOV LQ WKH YLFLQLW\ RI DLUSRUWV IRU FLYLOLDQ DLUSRUWV /$PD[    G% IRU PLOLWDU\
DLUSRUWV /$PD[ LV RYHU  G% 1RLVH LV DOVR FDXVHG E\ LQGXVWU\ FRQVWUXFWLRQ YDULRXV
RSHUDWLRQVLQFOXGLQJUHVWDXUDQWVDQGHQWHUWDLQPHQWIDFLOLWLHVWHFKQLFDOHTXLSPHQWLQWKHKRPH
KXPDQ DFWLYLWLHV ZLQG DQG DQLPDOV ,Q GHYHORSHG (XURSHDQ FRXQWULHV QXLVDQFH FDXVHG E\
QRLVH LV MXGJHG WREH WKHZRUVWRI DOO WKHSK\VLFDO IDFWRUV DQG UHVROXWLRQRI WKLVSUREOHP LV
YHU\H[SHQVLYH ,W VKRXOGEH VWDWHG WKDW OHJLVODWLRQ IRU QRLVHSURWHFWLRQ LV VWURQJHU LQPDQ\
UHVSHFWVLQWKH&5WKDQLQWKHVHFRXQWULHV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PLQLPLVDWLRQRIWUDQVSRUWQHHGVDQGEDVHWKHV\VWHPRQHQYLURQPHQWDOO\DFFHSWDEOHWUDIILF
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x ZDWHUTXDOLW\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HQHUJ\ VRXUFHV LQ WKH &5 LW FDQ EH H[SHFWHG WKDW PLQLQJ RI IRVVLO IXHOV ZLOO FRQWLQXH WR
GHFOLQH 2Q WKH RWKHU KDQG LW PXVW EH H[SHFWHG WKDW WKH H[SORLWDWLRQ RI RWKHU PLQHUDO
UHVRXUFHV ZLOO FRQWLQXH HVSHFLDOO\ WKRVH XVHG LQ WUDGLWLRQDO OLJKW LQGXVWULHV NDROLQ FOD\
IHOGVSDUJODVVPDNLQJVDQGV0LQLQJRIWKHVHUHVRXUFHVVKRXOGKRZHYHUEHOLPLWHGWRWKH
ORZHVWSRVVLEOH OHYHO5DZPDWHULDOV IRU FRQVWUXFWLRQ FUXVKHG VWRQH VDQG DQGJUDYHO HWF
ZLOO DOVR FRQWLQXH WR EH H[WUDFWHGZLWK D VLJQLILFDQW LPSDFW RQ WKH VWDWH RI WKH JHRORJLFDO
HQYLURQPHQW DQG FRXQWU\VLGH 7KH LQFUHDVHG TXDUU\LQJ RI OLPHVWRQH PXVW KRZHYHU EH
DWWULEXWHG WR WKH QHHG IRU IOXH JDV GHVXOSKXULVDWLRQ RI ODUJH SRZHU VRXUFHV ,W ZLOO DOVR EH
QHFHVVDU\WRLQFUHDVHWKHIUDFWLRQRIUHF\FOHGFRQVWUXFWLRQPDWHULDOVLQRYHUDOOFRQVXPSWLRQ
WRFRYHUDQ\SRVVLEOHLQFUHDVHLQFRQVWUXFWLRQLQGXVWU\GHPDQGDVVRFLDWHGZLWKLQIUDVWUXFWXUH
UHQHZDODQGWRUHGXFHWKHODQGILOOFDSDFLW\QHHGHGIRUDFFHSWLQJFRQVWUXFWLRQZDVWH

(QYLURQPHQWDO5HTXLUHPHQWVIRU5DZ0DWHULDO3ROLF\
x FRRSHUDWH LQ WKH GHYHORSPHQW RI D FRPSUHKHQVLYH QDWLRQDO UDZPDWHULDO SROLF\ FORVHO\
OLQNHG WR HQHUJ\ SROLF\ DQG YHULI\ WKH RXWSXWV E\ PHDQV RI WKH (,$6($ SURFHVV
&RQVLVWHQWO\ LQVLVW RQ DSSOLFDWLRQ RI WKH SULQFLSOH RI VXVWDLQDEOH GHYHORSPHQW LQ WKLV
SURFHVV
x XQGHUWDNHDFRPSUHKHQVLYHUHYLVLRQRIPLQLQJOHJLVODWLRQLQFOXGLQJSUHSDUDWLRQRIDQ$FW
RQSURWHFWLRQRIWKHJHRORJLFDOHQYLURQPHQW
x FRQILUPWKHHQYLURQPHQWDOOLPLWVRQGHVLJQDWHGDUHDVIRUVXUIDFHPLQLQJRIEURZQFRDOLQ
WKH1RUWK%RKHPLDQDQG6RNRORYPLQLQJDUHDV
x UHHYDOXDWHWKHUDWHRIIHHVOHYLHGRQH[WUDFWHGPLQHUDOVDQGRQPLQLQJDUHDVLQRUGHU WR
UDWLRQDOO\ LQWHUQDOLVH WKH FRVWV RI PLQLQJ DQG VWLPXODWH UDWLRQDO XVH RI UDZ PDWHULDO
UHVRXUFHV
x SUHFLVHO\GHILQHDQGLPSOHPHQWWKHFRPSHWHQFHRIWKH0R(IRUHQYLURQPHQWDOFKHFNVRQ
PLQLQJDFWLYLWLHV
x WKURXJKJUHDWHUXVHRIVHFRQGDU\UDZPDWHULDOVDQGWKHLQWURGXFWLRQRIQHZWHFKQRORJLHV
HQFRXUDJHPRUHSUXGHQWH[SORLWDWLRQRIGRPHVWLFUDZPDWHULDOUHVRXUFHVDGHFUHDVHLQWKH
QHHGWRLPSRUWPLQHUDOUHVRXUFHVDQGUHDOLVDWLRQRIHQHUJ\VDYLQJV
x GHYRWH JUHDWHU DWWHQWLRQ WR UHGLUHFWLQJ GHPDQG DZD\ IURP QRQUHQHZDEOH PLQHUDO
UHVRXUFHVDQGVXSSRUWWKHRSWLPDOXWLOLVDWLRQRIUHQHZDEOHHQHUJ\VRXUFHV
x OLPLWWKHH[SORLWDWLRQRIPLQHUDOUHVRXUFHVLQODUJHVSHFLDOO\GHVLJQDWHGQDWXUDODUHDV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF


9,(QHUJ\
 7KHUHKDVEHHQDGHFUHDVHLQWKHIUDFWLRQRIVROLGIXHOVLQSULPDU\HQHUJ\VRXUFHVLQ
IDYRXURIFOHDQHUIXHOVHVSHFLDOO\QDWXUDOJDVKRZHYHU WKHIUDFWLRQRIVROLGIXHOVUHPDLQV
KLJK FRPSDUHG ZLWK WKH 2(&’ DQG (8 DYHUDJH 7KH UHODWLYH FRQWULEXWLRQ RI WKH SRZHU
LQGXVWU\ WR HPLVVLRQV RI SROOXWDQWV DQG FDUERQ GLR[LGH KDV GHFUHDVHG RYHU WKH SHULRG IURP
WR7KHHQHUJ\LQWHQVLW\RIWKHQDWLRQDOHFRQRP\GHFUHDVHGE\LQWKLVSHULRG
EXWLVVWLOODOPRVWWZLFHDVKLJKEDVHGRQSXUFKDVLQJSRZHUSDULW\DVWKHDYHUDJHLQWHQVLW\LQ
(8 FRXQWULHV 7KH SULFHV RI HOHFWULFLW\ DQG JDV IRU VPDOO XVHUV FRQWLQXH WR EH GLVWRUWHG
FRYHULQJRQO\DERXWKDOIRIEDVLFFRVWVIRUSURGXFWLRQDQGGLVWULEXWLRQVRWKDWWKHLQFHQWLYH
IRU HQHUJ\ VDYLQJ LV LQVXIILFLHQW 0HDVXUHV KDYH EHHQ LPSOHPHQWHG WR GHFUHDVH SROOXWDQW
HPLVVLRQVLQWKHJUHDWPDMRULW\RIODUJHDQGPHGLXPVL]HFRPEXVWLRQSODQWWKDWDUHH[SHFWHG
WRFRQWLQXHLQRSHUDWLRQDIWHUWKH\HDUDQGDQXPEHURIXQVDWLVIDFWRU\FRDOILUHGSRZHU
JHQHUDWLRQXQLWVKDYHEHHQVKXWGRZQ([WHQVLYHVWDWHVXSSRUWHGFRQYHUVLRQWRJDVLQWRZQV
DQG YLOODJHV LV FRQWLQXLQJ OHDGLQJ WR D GHFUHDVH LQ SROOXWDQW HPLVVLRQV IURP VPDOO DQG
PHGLXPVL]H FRPEXVWLRQ SODQW 2YHU WKH ODVW IHZ \HDUV WKHUH KDV DOVR EHHQ H[WHQVLYH
LPSOHPHQWDWLRQ RI FRJHQHUDWLRQ FRPELQHG SURGXFWLRQ RI KHDW DQG SRZHU 7KH IUDFWLRQ RI
UHQHZDEOHHQHUJ\VRXUFHVLQWRWDOHQHUJ\SURGXFWLRQUHPDLQVVPDOODERXWEXWPXVWEH
LQFUHDVHGLQOLQHZLWKWKHVLWXDWLRQLQ(8VWDWHV
 2Q WKH EDVLV RI H[SHFWHG GHYHORSPHQWV LQ WKH VWUXFWXUH RI SULPDU\ HQHUJ\ VRXUFHV
JUDGXDOHOLPLQDWLRQRISULFHGLVWRUWLRQVFRPSOLDQFHZLWKOHJDOUHTXLUHPHQWVIRUDWPRVSKHULF
SURWHFWLRQE\WKHHQGRIDQGQDWXUDOUHSODFHPHQWRIWHFKQRORJ\LWFDQEHH[SHFWHGWKDW
WKH QHJDWLYH LPSDFW RI HQHUJ\ SURGXFWLRQ RQ WKH VWDWH RI WKH HQYLURQPHQWZLOO FRQWLQXH WR
GHFUHDVH

(QYLURQPHQWDO5HTXLUHPHQWVIRU(QHUJ\3ROLF\
x IRUPXODWHDVWDWHHQHUJ\SROLF\ LQFOXGLQJGLIIHUHQWVFHQDULRVDQGHYDOXDWH LW WKURXJK WKH
(,$6($SURFHVV
x LQ UHODWLRQ WR FRPSOHWLRQDQGSRVVLEOH UHYLVLRQRI WKH UHJXODWLRQV IRU LPSOHPHQWDWLRQRI
$FW1R&ROO WKH1XFOHDU$FW WUDQVSRVH WKHUHTXLUHPHQWVRI WKH UHOHYDQW(&
UHJXODWLRQV DV VHW GRZQ LQ WKH HQYLURQPHQWDO DFTXLV (85$720 ’LUHFWLYHV 
      LQ WKH ZRUGLQJ RI ODWHU DPHQGPHQWV DQG
DGGLWLRQVDQGWKH(85$7205HJXODWLRQVDQGLQWKHZRUGLQJ
RIODWHUDPHQGPHQWV
x SUHSDUHDQGVXEPLWWRWKH*RYHUQPHQWDQG3DUOLDPHQWDELOORQHQHUJ\PDQDJHPHQWE\WKH
\HDU
x VXSSRUW PRUH HIILFLHQW XVH RI HQHUJ\ DQG WKH LQWURGXFWLRQ RI ORZHPLVVLRQ PHDQV RI
HQHUJ\JHQHUDWLRQ
x XVHUHQHZDEOHDQGVHFRQGDU\HQHUJ\VRXUFHVWRDJUHDWHUGHJUHHRQWKHEDVLVRIWKH6WDWH
3URJUDPPHRI6XSSRUWIRU(QHUJ\6DYLQJDQG8VHRI5HQHZDEOH5HVRXUFHVZLWKWKHDLP
RI PHHWLQJ DERXW  RI WRWDO SULPDU\ HQHUJ\ FRQVXPSWLRQ IURP UHQHZDEOH HQHUJ\
UHVRXUFHVE\WKH\HDU
x SURPRWHLQFUHDVHGHIILFLHQF\RIHQHUJ\F\FOHV
x VXSSRUWWKHUHPRYDORIGLVWRUWLRQVLQHQHUJ\SULFHVDQGHOLPLQDWHDOOIRUPVRIVXEVLG\
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

x VXSSRUW SURIHVVLRQDO FRQVXOWLQJ DFWLYLWLHV DQG JUHDWHU DZDUHQHVV LQ UHODWLRQ WR HQHUJ\
HIILFLHQF\DQG LQ WKLVZD\ LQLWLDWH D FKDQJH LQ WKHEHKDYLRXURI ILQDO HQHUJ\ FRQVXPHUV
WRZDUGVPRUHHIILFLHQWHQHUJ\XVH
x LQ DFFRUGDQFHZLWK WKH SUHFDXWLRQDU\ SULQFLSOH GR QRW VXSSRUW WKH FRQVWUXFWLRQ RI QHZ
SRZHUVWDWLRQVEDVHGRQQXFOHDUILVVLRQ
x DFFHOHUDWH UHVROXWLRQ RI WKH LVVXH RI KRZ WR GHDOZLWK WKH EDFN HQG RI WKH QXFOHDU IXHO
F\FOHDQGRIWKHSURFHGXUHVIRUGHFRPPLVVLRQLQJQXFOHDUIDFLOLWLHV
9,7UDGHDQG,QGXVWU\
,QGXVWULDOSROLF\ZLOOLQFUHDVLQJO\KDYHWRUHVSHFWHQYLURQPHQWDOUHTXLUHPHQWVZKLFK
PXVWEHRUJDQLFDOO\LQWHJUDWHGLQWRLW,QDGGLWLRQWRWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQW
RIVRFLHW\DQGWKHDSSOLFDWLRQRIQHZSDWWHUQVRISURGXFWLRQDQGFRQVXPSWLRQJUHDWHPSKDVLV
ZLOOEHSODFHGRQWKHLQWURGXFWLRQRIHQYLURQPHQWDOPDQDJHPHQWV\VWHPVLQHQWHUSULVHVXQGHU
WKH ,62  VHULHV RI VWDQGDUGV DQG HVSHFLDOO\ XQGHU (0$6 SXUVXDQW WR 5HJXODWLRQ
((&DQG WKH’HFLVLRQRI WKH*RYHUQPHQWRI WKH&51RRI-XO\1RU
FDQ WKH LQWURGXFWLRQ DQG XVH RI QHZ HQYLURQPHQWDO LQGLFDWRUV LQ DFFRUGDQFH ZLWK WKH
LQWHUQDWLRQDOFRPPLWPHQWVRIWKH&5WRWKH(8DQG2(&’EHQHJOHFWHG)URPDVWUDWHJLF
SRLQWRIYLHZ WKLVPHDQV OLQNLQJ LQGXVWULDOSROLF\ZLWKSURJUDPPHGRFXPHQWV IRU UHJLRQDO
SROLF\UDZPDWHULDOSROLF\HQHUJ\SROLF\HWF
$ IXQGDPHQWDO FKDQJH LQ LQGXVWULDO GHYHORSPHQW DQG UHVWUXFWXULQJ ZLOO EH EURXJKW
DERXW E\ LPSOHPHQWDWLRQ RI ’LUHFWLYH (& RQ LQWHJUDWHG SROOXWLRQ SUHYHQWLRQ DQG
FRQWURO ,33& DQG LPSOHPHQWDWLRQ RI WKH SULQFLSOH RI EHVW DYDLODEOH WHFKQRORJ\ %$7 LQ
FRQQHFWLRQZLWKWKLV’LUHFWLYH
(QYLURQPHQWDO5HTXLUHPHQWVIRU,QGXVWULDO3ROLF\
x HPSKDVLVH HQYLURQPHQWDO FRQVLGHUDWLRQV LQ DOO VWUDWHJLF LQGXVWULDO DQG EXVLQHVV
GHYHORSPHQWSODQVZLWKWKHDLPRIDFKLHYLQJDIXQGDPHQWDOGHFUHDVHLQWKHSUHVVXUHRQ
WKH HQYLURQPHQW IURP PDQXIDFWXULQJ UHVSHFW IRU WKH SULQFLSOHV RI VXVWDLQDEOH
GHYHORSPHQW DQG IXUWKHU HQYLURQPHQWDO LPSURYHPHQWV LQ LQGXVWU\ WKDW VKRXOG OHDG
DPRQJVWRWKHUWKLQJVWRDQLQFUHDVHLQFRPSHWLWLYHQHVVDQGHOLPLQDWLRQRIDFFXVDWLRQVRI
HFRGXPSLQJ
x GHYHORS VWUDWHJLF SODQV IRU LQGXVWULDO SURGXFWLRQ DLPLQJ WRZDUGV SURGXFWV ZLWK JUHDWHU
YDOXHDGGHGDQGPRUHIDYRXUDEOHHQYLURQPHQWDOLPSDFWV
x LQFRRSHUDWLRQZLWKWKH0LQLVWU\RI,QGXVWU\DQG7UDGHDQGVHFWRUDOLQGXVWU\DVVRFLDWLRQV
HQVXUHWKDWLQGXVWULDOSROLFLHVDQGUHODWHGVWUDWHJLHVDUHLQOLQHZLWKWKHWDUJHWVRIWKH6(3
DQGWKHSULQFLSOHVRIVXVWDLQDEOHGHYHORSPHQW
x SUHSDUHDSURJUDPPHWRVXSSRUWWKHH[WHQVLYHDSSOLFDWLRQRIORZHPLVVLRQORZZDVWHDQG
HQHUJ\HIILFLHQWWHFKQRORJLHVZLWKUHDVRQDEOHFRVWVDQGFORVHGSURGXFWLRQF\FOHV
x SURPRWH SURJUDPPHV GLUHFWHG WRZDUGV WKH GHYHORSPHQW RI HQYLURQPHQWDOO\ VRXQG
PDQXIDFWXULQJ LQGXVWU\ DQG VXSSRUW IRU HQYLURQPHQWDO LQYHVWPHQWV LQ SURWHFWLRQ RI DLU
TXDOLW\IRUZDVWHZDWHUWUHDWPHQWDQGSXULILFDWLRQIRUZDVWHSURFHVVLQJDQGGLVSRVDODQG
IRULQWURGXFWLRQRIµFOHDQHU¶WHFKQRORJLHV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

x GHYHORS QHZPHWKRGV IRU PDQXIDFWXULQJ LQGXVWU\ LQFOXGLQJ WKH FRQFHSWV RI HFRGHVLJQ
HFRODEHOOLQJODEHOOLQJRIHQYLURQPHQWDOO\IULHQGO\SURGXFWVDQGSURGXFHUUHVSRQVLELOLW\
IRUSURGXFWVWKURXJKRXWWKHLUOLIHF\FOHV
x VXSSRUWFKDQJHVLQSURGXFWLRQDQGFRQVXPSWLRQSDWWHUQV
x VXSSRUW WKH LQWURGXFWLRQRI HQYLURQPHQWDOPDQDJHPHQW V\VWHPV WR DFKLHYHDW OHDVW
HQWHUSULVHVFHUWLILHGXQGHU WKH1DWLRQDO(0$63URJUDPPHE\ WKH\HDU DQGRWKHU
YROXQWDU\ DFWLYLWLHV LQ LQGXVWU\ HJ 5HVSRQVLEOH &DUH WR DFKLHYH EHWWHU VWDQGDUGV RI
HQYLURQPHQWDOSURWHFWLRQ
x LPSOHPHQW D V\VWHP RI WHFKQLFDO DQG RUJDQLVDWLRQDO PHDVXUHV WR PLQLPLVH WKH ULVN RI
LQGXVWULDODFFLGHQWV
x OLPLWWKHSURGXFWLRQLPSRUWDQGXVHRIKD]DUGRXVFKHPLFDOVXEVWDQFHVDQGVXEVWLWXWHWKHP
ZLWKDOWHUQDWLYHSURGXFWV
x OLPLWQRLVHHPLVVLRQVHVSHFLDOO\IURPFRQVWUXFWLRQPDFKLQHU\DQGHTXLSPHQW
9,:DVWH0DQDJHPHQW
7KHFXUUHQWVLWXDWLRQLQWKH&5LQWKHDUHDRIZDVWHPDQDJHPHQWFDQEHFKDUDFWHULVHG
E\ D UHODWLYHO\ ODUJH DPRXQWRIZDVWHSURGXFHG– D WRWDO SHU \HDU RI ILIW\ WZRPLOOLRQ WRQV
DQQXDOO\ – HVSHFLDOO\ IURP WKH PDQXIDFWXULQJ DQG SRZHU LQGXVWULHV D KLJK SURSRUWLRQ RI
KD]DUGRXVZDVWH LQ WKH WRWDO DPRXQW RI ZDVWH SURGXFHG KRZHYHU WKH UHSRUWHG IUDFWLRQ RI
KD]DUGRXVZDVWH LV DIIHFWHGE\ WKH VWULFWHUSDUDPHWHUV IRUFODVVLILFDWLRQRI WKLVZDVWH LQ WKH
&5DQGDORZSURSRUWLRQRIZDVWHXVHGDVDVRXUFHRIVHFRQGDU\UDZPDWHULDOVDQGHQHUJ\
7KHFOHDQXSDQGUHFODPDWLRQRIODQGILOOV WKDWKDYHEHHQFORVHGE\ODZDOVRSRVHVDVHULRXV
SUREOHP
$Q XQVDWLVIDFWRU\ IHDWXUH RI ZDVWH PDQDJHPHQW LV DOVR WKH SUHGRPLQDQFH RI
ODQGILOOLQJ HVSHFLDOO\ RI PXQLFLSDO ZDVWH $ SRVLWLYH SRLQW LV WKDW RQO\ WHFKQLFDOO\ VHFXUH
ODQGILOOVKDYHEHHQLQRSHUDWLRQLQWKH&5VLQFH$XJXVW$WRWDORIDERXWPLOOLRQ
WRQQHV RI DOO NLQGV RI ZDVWH ZDV GHSRVLWHG LQ ODQGILOOV LQ   7KH &5 KDV DQ
DGHTXDWHQHWZRUNRIIDFLOLWLHVIRUZDVWHGLVSRVDODQGLQWKLVUHVSHFW LVVHOIVXIILFLHQWIRU WKH
IRUHVHHDEOHIXWXUH
&RQFHUQLQJZDVWH LQFLQHUDWLRQ DQG HQHUJ\ UHFRYHU\  WKRXVDQG WRQV RI DOOZDVWH
W\SHVZDVEXUQHGLQLQFLQHUDWRUVLQ2IWKLVQXPEHUFRPSOLHGZLWKWKH
UHOHYDQWHPLVVLRQOLPLWVDQGLQWKDW\HDULQFLQHUDWLRQRIPXQLFLSDOZDVWHWRRNSODFHRQO\LQ
%UQR$W WKHHQGRIDQLQFLQHUDWRUZDVFRPPLVVLRQHG LQ3UDJXHDQGD IXUWKHUSODQW LV
XQGHUFRQVWUXFWLRQLQ/LEHUHF7KHVKDUHRIZDVWHLQFLQHUDWHGLQWKH&5LVYHU\ORZFRPSDUHG
ZLWKWKDWLQ(80HPEHU6WDWHV
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LPSOHPHQWDWLRQRIOHJLVODWLRQDVUHTXLUHGE\WKH(8QDWLRQDOZDVWHPDQDJHPHQWVWUDWHJLHVRU
SODQVPXVWEHSUHSDUHG$GGLWLRQDOVWUDWHJLHVPXVWDOVREHSUHSDUHG IRU WKHPDQDJHPHQWRI
YDULRXVZDVWH VWUHDPV HVSHFLDOO\ KD]DUGRXV RQHV ,Q RUGHU WR LPSURYH WKHPDQDJHPHQW RI
VSHFLILFZDVWHVWUHDPVLWLVQHFHVVDU\WRFRQVWUXFWRULPSURYHWKHHIIHFWLYHQHVVRIWKHV\VWHP
RIFROOHFWLRQVWRUDJHDQGUHSURFHVVLQJRIXVHGRLOEDWWHULHVDQGDFFXPXODWRUVDQGWRLPSURYH
WKHFROOHFWLRQRIKD]DUGRXVFRPSRQHQWVRIPXQLFLSDOZDVWH)XUWKHUPRUHLQFRQQHFWLRQZLWK
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,W ZLOO EH QHFHVVDU\ WR HQVXUH WKH PDQDJHPHQW RI SDFNDJLQJ DQG SDFNDJLQJ ZDVWH
DFFRUGLQJ WR (8 OHJLVODWLRQ LQ D WUDQVLWLRQ SHULRG WR WKH \HDU  $ULVLQJV RI ZDVWH
FRQWDLQLQJ 3&%V ZLOO FRQWLQXH WR GHFUHDVH VLQFH WKHLU SURGXFWLRQ FHDVHG LW LV KRZHYHU
QHFHVVDU\ WR SUHYHQW WKH HVFDSH RI WKLV GDQJHURXV VXEVWDQFHV LQWR WKH HQYLURQPHQW E\
LPPHGLDWHO\FDUU\LQJRXWDQLQYHQWRU\RIIDFLOLWLHVFRQWDLQLQJ3&%V)XWXUHDULVLQJVRIWKHVH
ZDVWHVZLOOGHSHQGRQWKHUDWHRIGLVSRVDODQGLW LV WKXVQHFHVVDU\IROORZLQJFRPSOHWLRQRI
WKHLQYHQWRU\WRSUHSDUHDQDWLRQDOSODQIRUPDQDJHPHQWRIZDVWHFRQWDLQLQJ3&%V
(QYLURQPHQWDO5HTXLUHPHQWVIRU:DVWH0DQDJHPHQW3ROLF\
x SUHSDUH D QHZ $FW RQ :DVWH DQG UHODWHG UHJXODWLRQV LQFOXGLQJ D UHJXODWLRQ RQ
WUDQVERXQGDU\ZDVWHPRYHPHQW WREHXQGHUWDNHQE\ WKH0R(LQZLWKHQWU\
LQWRIRUFHRQ-DQXDU\
x SUHSDUHDQ$FWRQ3DFNDJLQJDQG3DFNDJLQJ:DVWHDQGDUHODWHGLPSOHPHQWLQJGHFUHHLQ
IXOODFFRUGDQFHZLWKWKH(&’LUHFWLYHWREHXQGHUWDNHQE\WKH0R(LQFRRSHUDWLRQZLWK
WKH0,7LQZLWKHQWU\LQWRIRUFHRQ-XO\
x UDWLI\ WKH DPHQGPHQWV WR WKH %DVHO &RQYHQWLRQ DSSURYHG DW WKH &RQIHUHQFH RI 3DUWLHV
DFFHSWDQFHRI$QQH[9,,WREHFDUULHGRXWLQ
x SUHSDUH ZDVWH VWUDWHJLHV LH UHJLRQDO DQG QDWLRQDO ZDVWH PDQDJHPHQW SODQV DQG
LPSOHPHQW WKHVH IXOO\ LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWV RI WKH (8 ’LUHFWLYHV
LQFOXGLQJWKHFUHDWLRQRIDUHOLDEOHLQIRUPDWLRQEDVHZLWKLQGLYLGXDOVHFWLRQVRQ
D ODQGILOO
E LQFLQHUDWLRQ
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 PXQLFLSDOZDVWHPDQDJHPHQW
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 PDQDJHPHQWRISDFNDJLQJE\LQGLYLGXDOSURGXFWW\SH
H PDQDJHPHQWRIZDVWHRLO
I PDQDJHPHQWRI3&%V
J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WKH KD]DUGRXV SURSHUWLHV RIZDVWH DQG LQWURGXFWLRQ RI (& VWDQGDUGV IRU WKH FRQWHQW RI
KD]DUGRXV VXEVWDQFHV HJ KHDY\ PHWDOV LQ SURGXFWV DQG SURPRWLRQ RI UHF\FOLQJ
HQYLURQPHQWDO DXGLW V\VWHPV DQG SURGXFW OLIH F\FOH DVVHVVPHQW 3UHYHQWLRQ ZLOO DOVR
LQFOXGH LQFUHDVHG LQIRUPDWLRQ IRU FRQVXPHUV RQ WKH SURSHUWLHV RI SURGXFWV DQG RQ KRZ
WKH\ VKRXOG EH XVHG 3RVVLELOLWLHV IRU UHF\FOLQJ PXVW EH FRQVLGHUHG ZKHQ GHVLJQLQJ D
SURGXFW
x PDNH PRUH XVH RI YROXQWDU\ DJUHHPHQWV ZLWK EXVLQHVV RQ WKH LPSOHPHQWDWLRQ RI
HQYLURQPHQWDO PHDVXUHV ZKLFK FDQ DVVLVW FRQVLGHUDEO\ LQ PHHWLQJ ZDVWH PDQDJHPHQW
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ZLWKWKHDLPRISUHYHQWLQJZDVWHDULVLQJVDQGVWLPXODWLQJWKHUHWXUQRIZDVWHEDFNLQWRWKH
SURGXFWLRQSURFHVVWKHµUHGXFHUHXVHUHF\FOH¶SULQFLSOH
x SODQ DQG FRPSLOH LQYHQWRULHV RI IDFLOLWLHV DQG HTXLSPHQW FRQWDLQLQJ 3&%V E\ -XQH 
 DQG SUHSDUH DQ LQYHQWRU\ UHSRUW DQG D SODQ IRU WKH GHVWUXFWLRQ RI 3&%V E\
’HFHPEHUVRDV WRFRPSO\ZLWK WKH ILQDOGHDGOLQH IRUGHVWUXFWLRQE\ WKH\HDU

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G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 SDFNDJLQJ
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,,, HQVXUH DFKLHYHPHQW RI WKH OLPLW RQ KHDY\ PHWDO FRQWHQW DQG RI ODEHOOLQJ
UHTXLUHPHQWVIRUEDWWHULHVDQGDFFXPXODWRUVSODFHGRQWKHPDUNHW
F E\-DQXDU\DWWKHODWHVWLWZLOOEHIRUELGGHQWRSODFHRQWKHPDUNHWEDWWHULHV
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,9 E\ -DQXDU\   DW WKH ODWHVW LW ZLOO EH IRUELGGHQ WR SODFH RQ WKH PDUNHW
EDWWHULHV QRW ODEHOOHGZLWK D V\PERO IRU VHSDUDWH FROOHFWLRQ RUZLWK WKH NLQG RI
KHDY\PHWDOWKH\FRQWDLQ
x FUHDWH D VSHFLDOLVHG H[SHUW ERG\ IRU WHFKQLFDO DQG LQIRUPDWLRQ VXSSRUW WR WKH VWDWH
DGPLQLVWUDWLRQLQUHODWLRQWRZDVWHPDQDJHPHQWWREHFDUULHGRXWE\
x VWUHQJWKHQ VWDWH DGPLQLVWUDWLRQ LQ ZDVWH PDQDJHPHQW DW D QDWLRQDO DQG UHJLRQDO OHYHO
LQFOXGLQJUHLQIRUFHPHQWRILPSRUWFRQWUROVWREHFDUULHGRXWE\
9,7UDQVSRUW
0RGHUQ WUDQVSRUW SURYLGHV SHRSOHZLWKPRELOLW\ WKDW ZDV XQWLO UHFHQWO\ LPSRVVLEOH
ZLWK DFFHVV WR SODFHV VHUYLFHV PDWHULDOV JRRGV MREV DQG RWKHU SHRSOH 9DULRXV WUDQVSRUW
PRGHV KDYH KLVWRULFDOO\ GHYHORSHG XQHYHQO\ KRZHYHU XQGHU WKH LQIOXHQFH RI WUDGLQJ DQG
PDUNHWIRUFHVZLWKQRFRQVLGHUDWLRQIRU WKH LQFUHDVLQJO\GHWULPHQWDO LPSDFWRI WUDQVSRUWRQ
WKHHQYLURQPHQW7KHVHFRQWUDGLFWLRQVKDYHFRPHWRDFOLPD[LQWKHODVW IHZGHFDGHV5RDG
WUDQVSRUW LQ SDUWLFXODU OHDGV WR DLU SROOXWLRQ QRLVH DQG VHYHUDQFH HIIHFWV KDV FRQVLGHUDEOH
VSDWLDO GHPDQGV ZLWK DVVRFLDWHG GHJUDGDWLRQ RI HFRV\VWHPV DQG WKH ODQGVFDSH DQG LV DOVR
FRQQHFWHGZLWK WUDIILFDFFLGHQWVFDXVLQJJUHDWKXPDQDQGPDWHULDOGDPDJH7RJHWKHU WKHVH
IRUPVRIGDPDJHH[WHUQDOFRVWVKDYHEHHQHVWLPDWHGDWRI*’3DQGLQWHUPVRIDFFLGHQW
UDWHVLQWKH&]HFK5HSXEOLFDORQHLQWKHUHZHUHDWRWDORIWUDIILFDFFLGHQWVLQ
ZKLFKSHRSOHGLHGDQGZHUHVHULRXVO\LQMXUHG
:KLOVW SDUWLDO VXFFHVV KDV EHHQ DFKLHYHG LQ WKH&]HFK5HSXEOLF LQ UHJXODWLQJ RWKHU
DFWLYLWLHVDQGUHGXFLQJWKHLUQHJDWLYHHIIHFWVRQWKHHQYLURQPHQWLQWUDQVSRUWHVSHFLDOO\URDG
WUDQVSRUW SURJUHVV LQ YHKLFOH WHFKQRORJ\ ORZHU QRLVH OHYHOV IXHO FRQVXPSWLRQ DQG
HPLVVLRQVLVDFFRPSDQLHGE\HYHULQFUHDVLQJWUDIILFLQWHQVLW\DQGQXPEHUVRIFDUVVRWKDWWKH
RYHUDOO WUHQG LQ QHJDWLYH HQYLURQPHQWDO LPSDFWV FRQWLQXHV WR EH XQIDYRXUDEOH 7KH
GHYHORSPHQWRIPRGDOVSOLWLVDOVRXQIDYRXUDEOH
,Q WKHSHULRGIURP WRSHULRGRYHUDOO IUHLJKW WUDQVSRUWGHFUHDVHGE\
KRZHYHU WKH IUDFWLRQ RI URDG WUDQVSRUW LQFUHDVHG DOPRVW WZRIROG DW WKH H[SHQVH RI UDLO
2YHUDOO SDVVHQJHU WUDQVSRUW UHPDLQHG FRQVWDQW EXW WKH IUDFWLRQ RI LQGLYLGXDO DXWRPRELOH
WUDQVSRUWLQFUHDVHGIROGDWWKHH[SHQVHRISXEOLFWUDQVSRUW7KHFRQFHQWUDWLRQRIWUDQVSRUW
LQODUJHWRZQVDQGFLWLHVDQGDORQJVRPHURDGVDQGPRWRUZD\VKDVOHGWRDGHWHULRUDWLRQLQDLU
TXDOLW\DQGWRLQFUHDVHGQRLVHOHYHOV%HWZHHQDQGWKHQXPEHURISDVVHQJHUFDUV
DQG ORUULHV LQFUHDVHG E\ DERXW ZKLOH WKH SURSRUWLRQ RI YHKLFOHV ILWWHGZLWK FDWDO\]HUV
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RIWRWDOVDOHVLQ
DQGGHFUHDVHGOHDGFRQFHQWUDWLRQVLQOHDGHGSHWUROOHGWRDGHFUHDVHLQOHDGHPLVVLRQVLQWKH
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SHULRGE\PRUHWKDQ1RQHWKHOHVVWKH\UHPDLQKLJK
2Q WKH EDVLV RI DQWLFLSDWHG GHYHORSPHQWV HVSHFLDOO\ LQFUHDVLQJ SDVVHQJHU FDU
WUDQVSRUWDIXUWKHULQFUHDVHLQWKHQHJDWLYHLPSDFWVRIWUDQVSRUWPXVWEHH[SHFWHGHPLVVLRQV
RI QLWURJHQ R[LGHV DQG YRODWLOH RUJDQLF FRPSRXQGV QRLVH HPLVVLRQV 3$+V WKH XQNQRZQ
LPSDFWVRISODWLQXPDOOR\VHVSHFLDOO\LQODUJHFLWLHVDQGDORQJURDGVZLWKKLJKWUDIILFOHYHOV
DVZHOODVDQLQFUHDVHLQWKHQHJDWLYHLPSDFWVRIWUDQVSRUWLQIUDVWUXFWXUHODQGXVHVHYHUDQFH
HIIHFWV IUDJPHQWDWLRQ RI WKH ODQGVFDSH ,Q WKH VKRUW WR PHGLXP WHUP WKH LQFUHDVH LQ
HPLVVLRQVIURPDXWRPRELOHWUDQVSRUWZLOOEHSDUWO\EXIIHUHGE\WXUQRYHULQWKHYHKLFOHSRRO
ZKLFKLVSURJUHVVLQJPRUHUDSLGO\WKDQWKHDEVROXWHLQFUHDVHLQWKHQXPEHURIPRWRUYHKLFOHV
+RZHYHU LW ZLOO EH QHFHVVDU\ WR SURWHFW FLW\ FHQWUHV DQG RWKHU VHQVLWLYH DUHDV DJDLQVW WKH
QHJDWLYHHIIHFWVRIURDGWUDQVSRUWQRLVHGXVWODQGXVHE\WUDIILFUHVWULFWLRQVDQGVXSSRUWIRU
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PHHWLQJ WUDQVSRUW QHHGV WKURXJK HQYLURQPHQWDOO\ VRXQG IRUPV RI WUDQVSRUW UDLO DQG RWKHU
SXEOLFWUDQVSRUWLQFOXGLQJSDUNDQGULGHDQGELF\FOHWUDQVSRUW
5DLOWUDQVSRUWLQWKH&5KDVQRWPDQDJHGWRUHDFWLQWLPHWRWKHVXEVWDQWLDOVRFLDODQG
HFRQRPLF FKDQJHV LQ WKH VHFRQG KDOI RI WKLV FHQWXU\$ JUDGXDO GHFUHDVH LQ WKH QXPEHU RI
SDVVHQJHUV RYHU WKH ODVW FHQWXU\ WKH GUDPDWLF GHFUHDVH LQ UDLOZD\ IUHLJKW WUDQVSRUW WKH
WHFKQLFDOREVROHVFHQFHRIWKHUDLOZD\VDQGWKHODFNRIIOH[LELOLW\WRZDUGVEXVLQHVVWUDYHOOHUV
KDYH OHG WR D VKLIW RISDVVHQJHUV DQGJRRGVRQWR WKH URDGV1RQHWKHOHVV WKH UDLOZD\VKDYH
UHWDLQHGWKHLUWUDGLWLRQDOUHSXWDWLRQRIDWUDQVSRUWPRGHWKDWLVUHODWLYHO\IDYRXUDEOHWRQDWXUH
DQGWKHHQYLURQPHQW
,QWKHPHGLXPWHUPIXWXUHRYHUWKH\HDUVLWFDQEHFRQILGHQWO\H[SHFWHG
RQ WKH EDVLV LQWHUDOLDRI H[SHULHQFH LQ GHYHORSHG(XURSHDQ FRXQWULHV WKDW WKHUHZLOO EH D
FHUWDLQ UHQDLVVDQFH DQG UHWXUQ WR UDLO DV D PRUH HQYLURQPHQWDOO\ VRXQG WUDQVSRUW PRGH
HVSHFLDOO\ IRU ORQJGLVWDQFH IUHLJKW DQG SDVVHQJHU WUDQVSRUW 7KLV ZLOO RFFXU WKURXJK WKH
FRQVWUXFWLRQ RI UDLOZD\ FRUULGRUV DQG WKURXJK JUHDWHU XVH RI UDLO LQ WKH FRQWH[W RI UHJLRQDO
WUDQVSRUWLQIUDVWUXFWXUHDQGLQSURYLVLRQRIWUDQVSRUWVHUYLFHV5DLOZD\VZLOOFHUWDLQO\QRWORVH
WKHLULPSRUWDQFHLQPRGHUQFRPELQHGWUDQVSRUWDQGDVSDUWRIPXOWLPRGDOURDGUDLOFRUULGRU
SURMHFWV,QWKHVDPHZD\UDLOZLOOXQGRXEWHGO\GHYHORSDQLPSRUWDQWUROHLQUHODWLRQWRWKH
HYROXWLRQ RI FRQWDLQHUEDVHG WUDQVSRUW 7KH LPSRUWDQFH RI UDLOZD\V ZLOO DOVR JUDGXDOO\
LQFUHDVHZLWKWKHFUHDWLRQRILQWHJUDWHGWUDQVSRUWV\VWHPVLQODUJHFLWLHVDQGLQGXVWULDODUHDV
7KH &]HFK 5HSXEOLF ZLOO LPSOHPHQW PHDVXUHV IRU FRPSOLDQFH ZLWK WKH $DUKXV
’HFODUDWLRQRQSKDVLQJRXWWKHSURGXFWLRQDQGGLVWULEXWLRQRIOHDGHGSHWUROE\WKHVW-DQXDU\

$SULRULW\JRDORI WUDQVSRUWSROLF\ZLOO EH WR VWDELOLVH DQGJUDGXDOO\ WRGHFUHDVH WKH
QHJDWLYH LPSDFWVRI WUDQVSRUW LQIUDVWUXFWXUHDQG WUDIILFRQ WKHVWDWHRI WKHHQYLURQPHQW7KH
V\VWHP HVWDEOLVKHG IRU HYDOXDWLQJ WKHVH HIIHFWV (,$ 6($ ZLOO EH HODERUDWHG DQG
VXSSOHPHQWHG E\ WUDQVERXQGDU\ LPSDFW DVVHVVPHQW XQGHU WKH (VSRR &RQYHQWLRQ $Q
HVVHQWLDO SUHFRQGLWLRQ IRU LQWHJUDWLRQ LQWR (XURSHDQ VWUXFWXUHV LV WKH JUDGXDO DQG FRPSOHWH
WUDQVLWLRQ WR WKHSURYLVLRQVRI(8 OHJLVODWLRQ LQFOXGLQJ WKH VHW RI UHJXODWLRQV DQG VWDQGDUGV
UHODWHG WR WKH HQYLURQPHQWDO LPSDFWV RI WUDQVSRUW DVZHOO DV WKH DSSOLFDWLRQ RI FULWHULD DQG
FRQGLWLRQVODLGGRZQE\LQWHUQDWLRQDOWUDQVSRUWRUJDQLVDWLRQV
(QYLURQPHQWDO5HTXLUHPHQWVIRU7UDQVSRUW3ROLF\
x LQODQGXVHSODQQLQJGRFXPHQWVDQGWUDQVSRUWVWUDWHJLHVLPSOHPHQWPHDVXUHVWRGHFUHDVH
WUDQVSRUWGHPDQGDQGVXSSRUWLQWHUPRGDODQGLQWHJUDWHGDSSURDFKHVWRSODQQLQJWUDQVSRUW
LQIUDVWUXFWXUHDQGDSSURDFKHVWKDWDSSURSULDWHO\WDNHLQWRDFFRXQWHQYLURQPHQWDOVSDWLDO
HFRQRPLFDQGVRFLDOLVVXHV
x LQ WKH DFWLYLWLHV RI WKH VWDWH DGPLQLVWUDWLRQ VXSSRUW DQG JLYH SUHIHUHQFH WR WKH
GHYHORSPHQW RI SXEOLF SDVVHQJHU WUDQVSRUW LQWURGXFH LQWHJUDWHG WUDQVSRUW V\VWHPV
WRJHWKHU ZLWK GHYHORSPHQW RI WKH DVVRFLDWHG LQIUDVWUXFWXUH DQG HQYLURQPHQWDOO\ VRXQG
YHKLFOHVLQDQDWWHPSWWRPDNHWKLVNLQGRIWUDQVSRUWDWWUDFWLYHWRWKHSXEOLFDWWKHVDPH
WLPHDVFUHDWLQJSUHVVXUHWROLPLWWKHXVHSULYDWHYHKLFOHVLQVRPHDUHDV
x LQXUEDQDUHDVSURPRWHSDUNDQGULGH35DFRPELQHGV\VWHPRIDXWRPRELOHDQGSXEOLF
WUDQVSRUW LQVLGH ODUJH FLWLHV VXSSOHPHQWHG E\ FRQWUROV RQ SDUNLQJ DQG DFFHVV E\
SDVVHQJHU FDUV WR FLW\ FHQWUHV LPSURYH WKH RUJDQLVDWLRQ DQG FRQWURO RI URDG WUDQVSRUW
HVSHFLDOO\WKURXJKLPSOHPHQWDWLRQRIPRUHHIIHFWLYHWUDIILFFRQWUROV\VWHPV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

x LPSURYH FRQGLWLRQV DQG FUHDWH IDFLOLWLHV IRU ELF\FOH WUDQVSRUW LQFOXGLQJ ELNHDQGULGH
%5VFKHPHVLQFRPELQDWLRQZLWKSXEOLFWUDQVSRUW
x SURPRWHDJUDGXDOFKDQJHLQWKHPRGDOVSOLWRISDVVHQJHUDQGIUHLJKWWUDQVSRUWLQIDYRXU
RIUDLOZD\FRPELQHGDQGLQODQGZDWHUWUDQVSRUW
x DFKLHYHDJUHDWHUUROHIRUUDLO WUDQVSRUW LQVWUDWHJLHVIRUUHJLRQDO WUDQVSRUW LQIUDVWUXFWXUH
LHLQWKHIRUPXODWLRQRIGHYHORSPHQWSODQVIRULQGLYLGXDOUHJLRQV
x SURPRWH WKH GHYHORSPHQW DQG LQWURGXFWLRQ RI VWDQGDUGV IRU URDG UDLO ZDWHU DQG DLU
WUDQVSRUW PRGHV ZKLFK FRUUHVSRQG WR WKH VWDQGDUGV ODLG GRZQ E\ WKH UHOHYDQW
LQWHUQDWLRQDO ERGLHV LQ UHODWLRQ WR HQYLURQPHQWDO LPSDFWV DQG VDIHW\ DQG SURPRWH WKH
GHYHORSPHQWRIDOWHUQDWLYHPHDQVRISRZHULQJWKHVHWUDQVSRUWPRGHV
x FRQWLQXH ZLWK WKH PRGHUQLVDWLRQ RI SODQQHG UDLOZD\ FRUULGRUV ZLWK WKH DLP RI
LQFRUSRUDWLQJWKHPLQWRWKH(XURSHDQUDLOZD\QHWZRUN
x LQFUHDVH WKH DWWHQWLRQ SDLG WR WKH WUDQVSRUW RI GDQJHURXV JRRGV SUHSDUH IRU WKH
LQWURGXFWLRQRIFRPSXOVRU\DFFLGHQWLQVXUDQFHIRUWKHWUDQVSRUWRIGDQJHURXVJRRGVDQG
SDUWLFXODUO\SURWHFWZDWHUVRXUFHVDJDLQVWWKHLPSDFWRIWUDQVSRUW
x SURPRWHVXLWDEOHWHFKQLFDODQGLQIUDVWUXFWXUHPHDVXUHVFLW\E\SDVVHVDQGQRLVHEDUULHUV
LQRUGHUWRPLQLPLVHKHDOWKULVNVDQGQHJDWLYHHQYLURQPHQWDOLPSDFWVFDXVHGE\H[FHVVLYH
H[SRVXUHRIXUEDQDUHDVWRQRLVHDQGSROOXWDQWHPLVVLRQV
x UDSLGO\GHYHORSDFRPSUHKHQVLYHLQWHJUDWHGWUDQVSRUWV\VWHPLQWKHYLFLQLW\RIODUJHFLWLHV
ZLWK HPSKDVLV RQ WKH UROH RI UDLO DV DQ HQYLURQPHQWDOO\ VRXQG IRUP RI PDVV SXEOLF
WUDQVSRUW
x LQ PRGHUQLVDWLRQ RI WKH URDG QHWZRUN PDNH JUHDWHU XVH RI H[LVWLQJ URDGV DQG OLPLW
IUDJPHQWDWLRQRIWKHODQGVFDSHE\QHZURXWHVVSHFLILFDWLRQRISURFHGXUHVLQWKLVDUHDZLOO
EHWKHVXEMHFWRI6($RU(,$
x SURPRWH WKH JUDGXDO LQWURGXFWLRQ RI HFRQRPLF LQVWUXPHQWV LQFOXGLQJ LQWHUQDOLVDWLRQ RI
H[WHUQDOFRVWVZLWKWKHDLPRIHQFRXUDJLQJWKHLPSOHPHQWDWLRQRIWUDQVSRUWV\VWHPVDQG
WUDQVSRUWPRGHVWKDWDUHHFRQRPLFDOO\DFFHSWDEOHDQGGHFUHDVHHQYLURQPHQWDOLPSDFWV
x SURPRWH PHDVXUHV WR LQFUHDVH WKH VDIHW\ RI WUDQVSRUW DQG WR LPSURYH SURWHFWLRQ IRU
SHGHVWULDQVF\FOLVWVDQGDQLPDOV
x LQFRRSHUDWLRQZLWKQRQJRYHUQPHQWDOQRQSURILWRUJDQLVDWLRQVLQIOXHQFHWKHJHQHUDOSXEOLF
WRJLYHJUHDWHUSUHIHUHQFHWRSXEOLFSDVVHQJHUDQGELF\FOHWUDQVSRUW
x DGRSWPHDVXUHV WR UHGXFH H[FHVVLYH WUDIILF QRLVH GHOLPLW QRLVH SURWHFWLRQ ]RQHV DURXQG
DLUSRUWVLQDFFRUGZLWKWKH(8UHFRPPHQGDWLRQZLWKWKHDLPRIHOLPLQDWLQJWKHLPSDFWV
RIDLUWUDQVSRUWRQLWVVXUURXQGLQJVDQGLIQHFHVVDU\LQWURGXFHIHHVRUFRPSHQVDWLRQ
x V\VWHPDWLFDOO\ PRQLWRU WKH LPSDFWV RI LQGLYLGXDO WUDQVSRUW PRGHV RQ WKH VWDWH RI WKH
HQYLURQPHQW
x SURYLGH VXSSRUW IRU VFLHQWLILF DQG UHVHDUFK DFWLYLWLHV HVSHFLDOO\ LQ FRQQHFWLRQ ZLWK
H[WHQGLQJ WKH GHSWK  DQG VFRSH RI SURMHFWV FRQFHUQHG ZLWK GHFUHDVLQJ WKH QHJDWLYH
LPSDFWV RI WUDQVSRUW RQ LQGLYLGXDO HQYLURQPHQWDO PHGLD LQFOXGLQJ TXDQWLILFDWLRQ RI
H[WHUQDOLWLHV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

x GHYHORSLQWHUQDWLRQDOFRRSHUDWLRQZLWKJRYHUQPHQWDODQGQRQJRYHUQPHQWDORUJDQLVDWLRQV
LQ GHDOLQJ ZLWK LVVXHV UHODWHG WR SURWHFWLRQ RI WKH HQYLURQPHQW DJDLQVW WKH GHWULPHQWDO
LPSDFWVRIWUDQVSRUW
x LQDQLQWHUQDWLRQDOFRQWH[WVXSSRUWWKHWD[DWLRQRIDLUFUDIWIXHO
x SUHSDUHDV\VWHPRIVXSSRUWIRUSXEOLFWUDQVSRUWLQSURWHFWHGDUHDV
9,$JULFXOWXUHDQG)RUHVW0DQDJHPHQW
7KH KLJK SURSRUWLRQ RI ODQG XQGHU FXOWLYDWLRQ FRQWLQXHV WR EH D PDMRU SUREOHP
DOWKRXJK WKH DUHD RI DJULFXOWXUDO ODQG FXOWLYDWHG KDV GHFUHDVHG VRPHZKDW DV DUH WKH VWLOO
XQUHVROYHG SUREOHPV LQKHULWHG IURP LQWHQVLYH ODUJHDUHD DJULFXOWXUH H[FHVVLYH ILHOG VL]H
H[WHQVLYH HIIRUWV WR LQFUHDVH \LHOGV GLVWXUEDQFH WR WKH QDWXUDO LQIUDVWUXFWXUH 7KH
FRQVXPSWLRQRI13.IHUWLOLVHUV LV VWLOO OHVV WKDQKDOI WKDWRIDQGFRQVXPSWLRQRI OLPH
IHUWLOLVHUVLVDERXWRIWKDWLQ7KHFRQVXPSWLRQRISHVWLFLGHVLVOHVVWKDQKDOIRIWKDW
LQ/RZHUIHUWLOLVHUFRQVXPSWLRQLVDOVRIDYRXUDEOHIRUWKHHQYLURQPHQWEXWRQO\LQVRPH
DUHDVGRFURSVIXOO\DEVRUEWKHVHFRPSRXQGVIURPWKHVRLOZLWKSDUWLDOSHUPHDWLRQLQWRORZHU
VRLOOD\HUVDQGUXQRII
6LQFH  IROORZLQJ FRQVROLGDWLRQ RI RZQHUVKLS UHODWLRQV WKH DEVROXWH DUHD RI
IRUHVWVKDVFRQWLQXHGWRLQFUHDVHDQGLQFRQQHFWLRQZLWKWKHIDOOLQDJULFXOWXUDOSURGXFWLRQD
IXUWKHU LQFUHDVH LQIRUHVWDUHDFDQEHH[SHFWHG LQ WKHFRPLQJ\HDUV$ERXWRI WKH WRWDO
DUHDRIIRUHVWVLVGDPDJHGE\HPLVVLRQVDQGRIWKLVDERXWRIIRUHVWVDUHFKDUDFWHULVHGE\
D ORZ WR PHGLXP OHYHO RI GDPDJH 7KH VSHFLHV FRPSRVLWLRQ DJH DQG VSDWLDO VWUXFWXUH RI
IRUHVWVUHPDLQVXQIDYRXUDEOH
(QYLURQPHQWDO5HTXLUHPHQWVIRU$JULFXOWXUHDQG)RUHVW3ROLF\
x HVWDEOLVK WKH RSWLPXP SURSRUWLRQV RI DUDEOH ODQG JUDVVODQGV SDVWXUHV DQG IRUHVWV LQ
DFFRUGDQFHZLWK WKH SULQFLSOHV RI VXVWDLQDEOH GHYHORSPHQW DQG WKH FDUU\LQJ FDSDFLW\ RI
WKHORFDOHQYLURQPHQW
x FRQWLQXDOO\ HQVXUH IRRG VDIHW\ E\ PLQLPLVLQJ WKH SUHVHQFH RI IRUHLJQ VXEVWDQFHV
FRQWDLQHGLQIRRGFKDLQV
x OLPLWQRQSRLQWZDWHUSROOXWLRQHVSHFLDOO\E\QLWUDWHVDPPRQLDDQGDJULFXOWXUDOELRFLGHV
x VXSSRUWHQYLURQPHQWDOO\VRXQGSUDFWLFHDQGLQFUHDVHWKHSURSRUWLRQRIDUDEOHODQGIDUPHG
RUJDQLFDOO\WRDWOHDVWE\WKH\HDU
x LQWKHLQWHUHVWRILQFUHDVLQJWKHHFRORJLFDOVWDELOLW\RIWKHODQGVFDSHDQGLWVDELOLW\WRUHWDLQ
ZDWHUDQGUHVLVWHURVLRQVXSSRUWDGHFUHDVHLQWKHDUHDRIDUDEOHODQGE\DIIRUHVWDWLRQZLWK
WUHH VSHFLHV VXLWDEOH IRU WKH KDELWDW LQ TXHVWLRQ E\ JUDVVLQJ RYHU RU E\ FUHDWLRQ RI
ELRFRUULGRUV
x SURPRWH HQYLURQPHQWDOO\ VRXQG PDQDJHPHQW SUDFWLFHV DQG FUHDWH D FRGH RI JRRG
DJULFXOWXUDO SUDFWLFH FRQQHFW VXEVLG\ SURJUDPPHV WR WKH QDWLRQDO DJULHQYLURQPHQW
SURJUDPPHDQGUHJLRQDOSROLF\
x VXSSRUWUHQHZDORIIRUHVWVWDQGVLQDUHDVDIIHFWHGE\DWPRVSKHULFSROOXWLRQDQGGHSRVLWLRQ
DQGDQLQFUHDVHLQWKHGLYHUVLW\RIIRUHVWWUHHVSHFLHVLQDQDWWHPSWWRDSSUR[LPDWHQDWXUDO
IRUHVWFRPSRVLWLRQZLWKDVXLWDEOHSURSRUWLRQRISURGXFWLYHVSHFLHV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

x VXSSRUW WKH LPSOHPHQWDWLRQ RI HQYLURQPHQWDOO\ VRXQG WHFKQLTXHV LQ WUHH IHOOLQJ DQG
UHQHZDORIIRUHVWVWDQGV
x VXSSRUWODQGXVHSDWWHUQVWKDWVLJQLILFDQWO\FRQWULEXWHWRPDLQWHQDQFHDQGLPSURYHPHQWRI
WKHHFRORJLFDOVWDELOLW\RIWKHODQGVFDSH
x SURYLGHIRUODEHOOLQJRISURGXFWVFRQWDLQLQJJHQHWLFDOO\PRGLILHGIRRGVWXIIVRUGHULYDWLYHV
WKHUHRIDQGLPSOHPHQWWKHSUHFDXWLRQDU\SULQFLSOHZKHUHWKHULVNRIQHJDWLYHLPSDFWVRQ
ELRGLYHUVLW\FDQQRWEHFRPSOHWHO\H[FOXGHG

9,+HDOWKDQGWKH(QYLURQPHQW
 7KHFORVHFRQQHFWLRQEHWZHHQSURWHFWLRQRIWKHHQYLURQPHQWDQGSURWHFWLRQRIKXPDQ
KHDOWK LV H[SUHVVHG LQ WKH &]HFK 5HSXEOLF¶V 1DWLRQDO (QYLURQPHQWDO +HDOWK $FWLRQ 3ODQ
1(+$3 VXEPLWWHG E\ WKH 0LQLVWHU RI +HDOWK LQ FRRSHUDWLRQ ZLWK WKH 0LQLVWHU RI WKH
(QYLURQPHQWDQG WKH0LQLVWHURI$JULFXOWXUHDQGDSSURYHGE\ WKH*RYHUQPHQW LQ’HFLVLRQ
1RRI’HFHPEHU$VLQRWKHU(XURSHDQFRXQWULHVWKH1(+$3ZDVGUDZQXSRQ
WKHEDVLVRIWKHQG(XURSHDQ&RQIHUHQFHRQWKH(QYLURQPHQWDQG+HDOWKLQ+HOVLQNLDQGRI
REMHFWLYHV ODLG GRZQ E\ WKH :RUOG +HDOWK 2UJDQLVDWLRQ DQG PRQLWRUHG E\ WKH (XURSHDQ
8QLRQ 7RJHWKHU ZLWK 1DWLRQDO (QYLURQPHQWDO $FWLRQ 3ODQV WKH 1(+$3 LV GHVLJQHG WR
FRQWULEXWHWRWKHLQWHJUDWLRQRIHIIRUWVWRSURWHFWKHDOWKDQGWKHHQYLURQPHQWLQWKHFRQWH[WRI
WKH (XURSH IRU +HDOWK DQG WKH (QYLURQPHQW SURJUDPPH 7KH *RYHUQPHQW RI WKH &]HFK
5HSXEOLFKDVDFWLYHO\DJUHHGWRLPSOHPHQWWKLVSURJUDPPHLQWKH&57KH1(+$3SUHVHQWVD
VWUDWHJ\IRUUHVROYLQJKHDOWKLVVXHVLQUHODWLRQWRWKHHQYLURQPHQWDQGLWVJRDO LV WR LPSURYH
WKH KHDOWK RI WKH QDWLRQ HOLPLQDWH XQGHVLUDEOH GLIIHUHQFHV EHWZHHQ WKH KHDOWK RI GLIIHUHQW
JURXSVLQWKHSRSXODWLRQPLQLPLVHWKHULVNRIQHJDWLYHHQYLURQPHQWDOLPSDFWVRQWKHKHDOWK
RIWKHSRSXODWLRQKDUPRQLVHKHDOWKDQGHQYLURQPHQWDOSURWHFWLRQSROLFLHVZLWKWKHSROLFLHVRI
WKH (XURSHDQ 8QLRQ DQG UHDFW WR SURSRVDOV DULVLQJ IURP LPSRUWDQW UHFHQW LQWHUQDWLRQDO
DFWLYLWLHV7KLVVWUDWHJLFPDWHULDOLVEDVHGRQWKHJHQHUDOSULQFLSOHVRIQDWLRQDOVROLGDULW\DQG
LQWHUQDWLRQDO FRRSHUDWLRQ RQ WKH SULQFLSOH RI VXVWDLQDEOH GHYHORSPHQW RQ FRRSHUDWLRQ
EHWZHHQ LQGLYLGXDO SDUWQHUV DQG RQ WKH SULQFLSOH RI VXEVLGLDULW\ LQ LPSOHPHQWDWLRQ RI
1(+$35HJLRQDO (XURSHDQFRRUGLQDWLRQEHWZHHQ1(+$3VZLOOVRRQEH WKHVXEMHFWRID
&RQIHUHQFH RI0LQLVWHUV RI +HDOWK DQG WKH (QYLURQPHQW LQ /RQGRQ  ZKLFK ZLOO EH
EDVHGRQWKHµ(QYLURQPHQWDO+HDOWK$FWLRQ3ODQIRU(XURSH¶(+$3(

(QYLURQPHQWDO5HTXLUHPHQWVLQ&RQQHFWLRQZLWKWKH1(+$3DQG&RRSHUDWLRQZLWKWKH
0R+
x FORVHO\ FRRUGLQDWH PHDVXUHV IRU WKH LPSOHPHQWDWLRQ RI ERWK GRFXPHQWV 6(3 DQG
1(+$3VRWKDWWKH\VXSSRUWDQGUHLQIRUFHRQHDQRWKHU
x LQGHYHORSLQJVWUDWHJLHVDQGVHWWLQJREMHFWLYHVIRUHQYLURQPHQWDOSROLF\PDNHXVHRIDQG
EXLOGXSRQWKHUHVXOWVDQGFRQFOXVLRQVRIZRUNGRQHXQGHUWKHMXULVGLFWLRQRIWKH0LQLVWU\
RI+HDOWKHVSHFLDOO\LQHYDOXDWLRQRIWKHLPSDFWRIHQYLURQPHQWDOFRQGLWLRQVRQWKHKHDOWK
RI WKH SRSXODWLRQ LQ LGHQWLI\LQJ DQG DVVHVVLQJ KHDOWK ULVNV LQ PRQLWRULQJ WKH VWDWH RI
KHDOWKRIWKHSRSXODWLRQLQUHODWLRQWRWKHHQYLURQPHQWDQGLGHQWLI\LQJUHODWHGREOLJDWLRQV
LQSXEOLFKHDOWKSURWHFWLRQ
x FRRSHUDWHZLWK WKH0LQLVWU\ RI+HDOWK LQ WKH SUHSDUDWLRQ RI OHJLVODWLYHPHDVXUHV DW WKH
ZRUNLQJ GUDIW VWDJH HVSHFLDOO\ DQ DPHQGPHQW WR $FW 1R  &ROO WKH $FW RQ
:DVWHWKH&OHDQ$LU$FWDQGSUHSDUDWLRQRID%LOORQ*02V
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF


9,7UDYHODQG7RXULVP
 7RXULVPDQGUHODWHGVHFWRUVFXUUHQWO\FRQWULEXWHWR*’3DQGWRRYHUDOO
HPSOR\PHQW)RUHLJQFXUUHQF\LQFRPHIURPWRXULVPFRUUHVSRQGHGWRDERXWRIWKHWRWDO
LQ7KHQXPEHURI IRUHLJQYLVLWRUVKDV WULSOHGVLQFHDQGUHDFKHGD WRWDORI
PLOOLRQSHRSOHLQ7KHDYHUDJHOHQJWKRIVWD\ZDVGD\VLQRIWRXULVWVYLVLW
3UDJXH DQG RWKHU FLWLHV ZKLOH WKH UHPDLQLQJ  YLVLW DUHDV ZLWK FXOWXUDO DQG QDWXUDO
DWWUDFWLRQV LH DUHDV WKDW DUH HQYLURQPHQWDOO\ YHU\ VHQVLWLYH ,W FDQ EH H[SHFWHG WKDW WKH
QXPEHURIYLVLWRUVZLOOQRW LQFUHDVHUDGLFDOO\KRZHYHU WKH OHQJWKRIVWD\E\ WRXULVWV LQ WKH
&]HFK5HSXEOLFZLOOSUREDEO\LQFUHDVHDQGFHQWUHVRIWRXULVWLQWHUHVWZLOOEURDGHQ

(QYLURQPHQWDO5HTXLUHPHQWVIRU7UDYHODQG7RXULVP3ROLF\
x VXSSRUW WKH GHYHORSPHQW RI HQYLURQPHQWDOO\ VRXQG HFRORJLFDOO\ DFFHSWDEOH IRUPV RI
WRXULVP
x VXSSRUWWKHFUHDWLRQRIQHZMREVWKURXJKWKHGHYHORSPHQWRIDSSURSULDWHIRUPVRIWRXULVP
LQSURWHFWHGODQGVFDSHDUHDVDQGWKHLUYLFLQLW\DQGRWKHUUHJLRQV
x SURYLGH FRQGLWLRQV IRU DFFHVV WR WKH ODQGVFDSH IRU SHGHVWULDQV DQG F\FOLVWV WKURXJK
UHFRQVWUXFWLRQ DQG FUHDWLRQ RI IRRWSDWKV ZKHQ PDNLQJ FKDQJHV LQ ODQG XVH DV DQ
LQVWUXPHQWRIFRXQWU\VLGHPDQDJHPHQW
x VXSSRUWWKHFUHDWLRQRISHGHVWULDQ]RQHVLQFLW\FHQWUHVDQGLQKLVWRULFDOO\YDOXDEOHXUEDQ
DUHDV
x SURPRWHDµJUHHQFRGH¶IRURSHUDWRUVRIKRWHOVDQGRWKHUDFFRPPRGDWLRQ
x WKURXJKGHYHORSPHQWRIWKHQHFHVVDU\LQIUDVWUXFWXUHUHGXFHH[FHVVLYHVWUHVVRQDOLPLWHG
QXPEHURIWRXULVWDUHDVDQGGLYHUVLI\FHQWUHVRIWRXULVWLQWHUHVW
x VXSSRUWWKHFUHDWLRQRIHQYLURQPHQWDOO\VRXQGWUDQVSRUWV\VWHPVLQDOODUHDVRIWRXULVP
x XWLOLVH HFRWRXULVP IRU HQYLURQPHQWDO HGXFDWLRQ RI WKH SXEOLF DQG YLVLWRUV WR WKH&]HFK
5HSXEOLF

&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

9,,(19,5210(17$/32/,&<,167580(176

 ,QWKHLPSOHPHQWDWLRQRIWKLVHQYLURQPHQWDOSROLF\JUHDWHUHPSKDVLVZLOOEHSODFHGRQ
WKH UROH RI HFRQRPLF DSSURDFKHV DQG FULWHULD DQG JUHDWHU XVH ZLOO EH PDGH RI WKHVH
LQVWUXPHQWVLQDFKLHYLQJWKHPRVWLPSRUWDQWREMHFWLYHVLQHQYLURQPHQWDOSURWHFWLRQ
 ,Q FKRRVLQJ PHDVXUHV IRU HQYLURQPHQWDO SURWHFWLRQ WZR FULWHULD ZLOO EH RI VSHFLDO
LPSRUWDQFH PLQLPLVDWLRQ RI ULVN GHFUHDVLQJ ULVNV IRU KXPDQ KHDOWK DQG IRU WKH QDWXUDO
HQYLURQPHQWOLPLWLQJRIXQGHVLUDEOHRXWSXWVVXFKDVHPLVVLRQVDQGZDVWHDQGPLQLPLVDWLRQ
RI FRVW DFKLHYLQJ D JLYHQ GHFUHDVH LQ ULVN DW PLQLPDO FRVW RU DFKLHYLQJ PD[LPXP ULVN
UHGXFWLRQIRUDJLYHQFRVW6XSSRUWLQJFULWHULD LQFOXGHPDFURHFRQRPLFVXVWDLQDELOLW\VRFLDO
DFFHSWDELOLW\ SROLWLFDO IHDVLELOLW\ UHJLRQDO DQG LQWHUQDWLRQDO DFFHSWDELOLW\ DQG WKH H[WHQW RI
DGPLQLVWUDWLYH GHPDQGV ,Q WKH OLJKW RI WKH &]HFK 5HSXEOLF¶V IRUHLJQ SROLF\ RULHQWDWLRQ
WRZDUGV DFFHVVLRQ WR WKH (XURSHDQ8QLRQ DOOPHDVXUHVPXVW EH GHVLJQHG VR DV WR OHDG WR
JUDGXDO KDUPRQLVDWLRQ RI OHJLVODWLYH HFRQRPLF LQIRUPDWLRQEDVHG DQG LQVWLWXWLRQDO
LQVWUXPHQWV
 6LPLODUO\ VXSSRUW IRU HQYLURQPHQWDO HGXFDWLRQ SXEOLF DZDUHQHVV DQG WUDLQLQJ ZLOO
DOVREHVWUHQJWKHQHG

9,,/HJDO,QVWUXPHQWV
7KH5ROHRI/HJDO,QVWUXPHQWVDIWHU
 7KH LPSRUWDQFH RI OHJDO LQVWUXPHQWV LV LQFUHDVLQJ LQ FRQQHFWLRQ ZLWK WKH &]HFK
5HSXEOLF¶V LQWHQWLRQ WR DFFHGH WR WKH (XURSHDQ 8QLRQ 7KH VFRSH RI FXUUHQW OHJLVODWLYH
DFWLYLWLHV IROORZV SULPDULO\ IURP WKH QHHG IRU HQVXULQJ IXOO FRPSDWLELOLW\ RI HQYLURQPHQWDO
OHJLVODWLRQLQWKH&]HFK5HSXEOLFZLWKWKHPRVWLPSRUWDQWOHJLVODWLRQRIWKH(XURSHDQ8QLRQ
 7RHQDEOHWKHIXOILOPHQWRIWKH0LQLVWU\RI(QYLURQPHQW¶VPLVVLRQZKLFKLVWRXSKROG
HQYLURQPHQWDO LQWHUHVWV LQFOXGLQJ SURWHFWLRQ RI QDWXUDO UHVRXUFHV LW LV H[SHFWHG WKDW WKH
0LQLVWU\¶VOHJDOFRPSHWHQFLHVZLOOEHUHDVVHVVHGLQWKHQHDUIXWXUHLQWKHFRQWH[WRIDQHZ$FW
RQ&RPSHWHQFHHVSHFLDOO\LQWKHDUHDVRIZDWHUIRUHVWVDQGODQGXVHSODQQLQJVRWKDWLQWKH
IXWXUH HFRQRPLF DQG HQYLURQPHQWDO LQWHUHVWV FDQ EH DOLJQHG ZKHQ VSHFLILF OHJLVODWLYH DQG
RWKHUSODQVDUHEHLQJSUHSDUHGLHSULRUWRWKHLULPSOHPHQWDWLRQ7KHGLYLVLRQRIFRPSHWHQFH
VKRXOGFRUUHVSRQGWRFRQGLWLRQVSULRUWR-XO\
 ,Q WKH SHULRG DKHDG LWZLOO EH QHFHVVDU\ WR SURYLGH IRU WKH UHJXODWLRQ WKURXJK QHZ
OHJLVODWLRQ RI PDQ\ DUHDV RI WKH HQYLURQPHQW PHQWLRQHG DERYH 7KH IROORZLQJ VWHSV DUH
LQYROYHG

6KRUW7HUP/HJDO0HDVXUHVWRWKH\HDU
x GHVLJQDWLRQRIWKHýHVNpâYŒFDUVNRµ&]HFK6ZLW]HUODQG¶1DWLRQDO3DUN
x VXEPLVVLRQRID%LOORQWKHSUHYHQWLRQRILQGXVWULDODFFLGHQWV
x VXEPLVVLRQ RI D %LOO RQ WKH SURYLVLRQ RI FRPSHQVDWLRQ IRU GDPDJH FDXVHG E\ VRPH
VSHFLDOO\SURWHFWHGVSHFLHV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

x LQWKHHQYLURQPHQWDOLPSDFWDVVHVVPHQWSURFHVVSUHSDUHDUHYLVHG%LOOLPSOHPHQWLQJWKH
(VSRR &RQYHQWLRQ RQ 7UDQV%RXQGDU\ (QYLURQPHQWDO ,PSDFW $VVHVVPHQW WKDW ZRXOG
VLPXOWDQHRXVO\UHPHG\LQDGHTXDFLHVLQFXUUHQWOHJLVODWLRQUHODWLYHWR(8OHJLVODWLRQ
x LQUHODWLRQWRULVNDVVHVVPHQWIRUFKHPLFDOVXEVWDQFHVDGRSWDQGHQIRUFHDQLPSOHPHQWLQJ
GHFUHHWR$FW1R&ROORQFKHPLFDOVXEVWDQFHVDQGFKHPLFDOSUHSDUDWLRQVDQG
DPHQGPHQWVWRVRPHRWKHU$FWV
x VXEPLW DQ DPHQGPHQW WR WKH*HRORJLFDO$FWZLWK WKH DLP RI LPSURYLQJ WKH SURFHVV RI
JHRORJLFDOSURVSHFWLQJ
x SDUWLFLSDWHLQWKHSUHSDUDWLRQRIDPHQGPHQWVWRWKH)RUHVWV$FW
x FRRSHUDWH ZLWK WKH 0R$ DQG 05’ LQ SUHSDUDWLRQ RI D QHZ %LOO RQ ZDWHU PDLQV DQG
VHZHUV
0HGLXP7HUP/HJDO0HDVXUHVLQWKH\HDUV
x SUHSDUHDPHQGPHQWVWRWKHOHJLVODWLRQRQQDWXUHDQGODQGVFDSHSURWHFWLRQWREULQJLWLQWR
OLQHZLWK(8OHJLVODWLRQ
x LQ WKH DUHD RI ZDWHU SURWHFWLRQ LQWURGXFH D QHZ :DWHU $FW WR UHSODFH WKH FXUUHQW
OHJLVODWLRQ GDWLQJ IURP  LQ RUGHU WR HVWDEOLVK JHQHUDO OHJDO ULJKWV DQG GXWLHV LQ
UHODWLRQWRZDWHU LQ WKHFRQWH[WRIDPDUNHWHFRQRP\ LQFOXGLQJUHVROXWLRQRIRZQHUVKLS
TXHVWLRQV
x E\ WKH \HDU  SUHSDUH DQG LPSOHPHQW ’LUHFWLYH  (& RQ LQWHJUDWHG SROOXWLRQ
SUHYHQWLRQ DQG FRQWURO ,33& DQG OLPLW SROOXWLRQ IURP QHZ IDFLOLWLHV XQGHU WKLV
OHJLVODWLRQIURPLWZLOODOVRDSSO\WRH[LVWLQJIDFLOLWLHV
x LQ WKH DUHD RIZDVWHPDQDJHPHQW SUHSDUH QHZ OHJLVODWLRQ WKDWZLOO EH IXOO\ FRPSDWLEOH
ZLWK(8OHJLVODWLRQDQGWKDWZLOOHOLPLQDWHVHULRXVLQDGHTXDFLHVLQWKHFXUUHQWOHJLVODWLRQ
HVSHFLDOO\WKRVHSURYLVLRQVGHDOLQJZLWKPDQDJHPHQWRIKD]DUGRXVZDVWHVHOHFWHGNLQGV
RIKD]DUGRXVZDVWHZDVWHRLOEDWWHULHVDQGDFFXPXODWRUV3&%VDQGSDFNDJLQJZDVWH
x LQ UHODWLRQ WR WKH VSKHUHRI DWPRVSKHULFSURWHFWLRQSURYLGH IRU IXOO FRPSDWLELOLW\RI WKH
FXUUHQW OHJLVODWLRQ WKURXJK LPSOHPHQWDWLRQ RI WKH UHOHYDQW (8’LUHFWLYHV HVSHFLDOO\ LQ
UHODWLRQWRKDUPRQLVDWLRQRIHPLVVLRQDQGDLUTXDOLW\OLPLWVDPHQGPHQWRIWKHSURYLVLRQV
JRYHUQLQJ VPRJ FRQWURO FUHDWLRQ RI DFWLRQ SODQV DQG LQWURGXFWLRQ RI WKH QHFHVVDU\
LQIRUPDWLRQV\VWHPV
x LQDFFRUGDQFHZLWK’LUHFWLYH(&µ6HYHVR,,¶DQGRQWKHEDVLVRIQHZOHJLVODWLRQ
LPSOHPHQW PHFKDQLVPV IRU WKH SUHYHQWLRQ RI DFFLGHQWV LQ HQWHUSULVHV ZKHUH KD]DUGRXV
FKHPLFDOVXEVWDQFHVDUHSUHVHQW
x LQ UHODWLRQ WR SURWHFWLRQ RI WKH JHRORJLFDO HQYLURQPHQW PRGLI\ SURSHUW\ ULJKWV DQG
FRPPHUFLDOULJKWVDQGREOLJDWLRQVWRWKHJHRORJLFDOHQYLURQPHQW WKURXJKFRGLILFDWLRQRI
PLQLQJ ODZ LQFOXGLQJ XVH RI HFRQRPLF LQVWUXPHQWV DQG UHVROXWLRQ RI WKH RZQHUVKLS RI
PLQHUDOZHDOWKWRDYRLGH[FHVVLYHDQGXQGHVLUDEOHPLQHUDOH[WUDFWLRQDQGGHYDVWDWLRQRI
WKHODQGVFDSH
x SUHSDUHDQHZµ%LOORQOLDELOLW\IRUHQYLURQPHQWDOGDPDJH¶ZKRVHDEVHQFHLVLQFUHDVLQJO\
IHOW LQ SUDFWLFH DQGZKLFKZLOO FRQWULEXWH WR OHJDO FRQVFLRXVQHVV DERXW WKH HQYLURQPHQW
DQGWRFRQVLVWHQWSURVHFXWLRQRIWKRVHUHVSRQVLEOHIRUDOOHQYLURQPHQWDOGDPDJH
x SUHSDUHDQHZ%LOORQSURWHFWLRQRIWKHVRLODVDQHQYLURQPHQWDOPHGLXPZLWKWKHDLPRI
LPSURYLQJLWVXVHDVDQRQUHQHZDEOHQDWXUDOUHVRXUFH
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

x LQDFFRUGDQFHZLWK(8OHJLVODWLRQSUHSDUHDQHZ%LOORQ3DFNDJLQJ
x SUHSDUHD%LOORQJHQHWLFDOO\PRGLILHGRUJDQLVPVGHDOLQJZLWK WKHPDQDJHPHQWRIVXFK
RUJDQLVPVLQFOXGLQJSURFHGXUHVIRUULVNDVVHVVPHQW
x SDUWLFLSDWHLQWKHSUHSDUDWLRQRIQHZODQGXVHSODQQLQJOHJLVODWLRQ
x FDUU\RXWRWKHUWDVNVUHVXOWLQJIURPWKH1DWLRQDO3URJUDPPHIRUWKH3UHSDUDWLRQRIWKH&5
IRU0HPEHUVKLSLQWKH(8

/RQJ7HUP/HJDO0HDVXUHV
x FRPPHQFH ZRUN RQ WKH SUHSDUDWLRQ RI PRGHUQ OHJLVODWLRQ LQ WKH IRUP RI DQ
µ(QYLURQPHQWDO &RGH¶ ZKLFK ZRXOG LQWHJUDWH WKH MRLQW IHDWXUHV RI OHJLVODWLRQ IRU DQG
LQVWLWXWLRQV LQ LQGLYLGXDO HQYLURQPHQWDOPHGLD DQG XQLI\ WKH EDVLF FRQFHSWV HFRQRPLF
LQVWUXPHQWVDQGVDQFWLRQVLQDFFRUGDQFHZLWKHQYLURQPHQWDOSURWHFWLRQQHHGV
x GHPRQVWUDWHWKHQHHGIRUWKHSUHSDUDWLRQRIIUDPHZRUNOHJLVODWLRQGHDOLQJZLWKLQGLYLGXDO
HQYLURQPHQWDOPHGLD LQ WKH VSKHUHV RI ODQG XVH SODQQLQJ VRLO SURWHFWLRQPLQLQJ ODZ
ZDWHUIRUHVWVHWF

9,,(FRQRPLF,QVWUXPHQWV
 )ROORZLQJ WKH(XURSHDQ&RPPLVVLRQ¶V UHFRPPHQGDWLRQ HFRQRPLF LQVWUXPHQWVZLOO
EHXVHGWRDPXFKJUHDWHUGHJUHHWRDFKLHYHWKHDLPVRIWKH6(36SHFLILFDSSOLFDWLRQRIWKHVH
LQVWUXPHQWV ZLOO WDNH SODFH RYHU YDULRXV SHULRGV RI WLPH SULPDULO\ LQ FRQQHFWLRQ ZLWK
LPSOHPHQWDWLRQRISULRULW\SROLF\JRDOV

6KRUW7HUP0HDVXUHV
x SUHSDUHDGUDIWHQYLURQPHQWDOILQDQFLQJSROLF\ WR LQFOXGHDQHZVWUDWHJ\DQGSROLF\IRU
WKH6WDWH(QYLURQPHQWDO)XQGDQGDVWUDWHJ\IRUXVHRIIRUHLJQILQDQFLDOUHVRXUFHV
x FRPSOHWHWKHSURSRVDOIRUDQHZV\VWHPRIDLUSROOXWLRQIHHVZKHUHWKHFXUUHQWQXPEHURI
SROOXWDQWVIRUZKLFKIHHVDUHFKDUJHGZLOOEHUHGXFHGWKHIHHUDWHVZLOOEHLQFUHDVHGDQG
WKH QHZ IHH UDWHV HJ IRU HPLVVLRQV RI QLWURJHQ R[LGHV KHDY\ PHWDOV DQG SHUVLVWHQW
FRPSRXQGVZLOOEHVHWKLJKHQRXJKWRKDYHLQFHQWLYHHIIHFWVEXWZLWKWKHSRVVLELOLW\RI
GHURJDWLRQSHULRGV
x SUHSDUHD VWUDWHJ\ IRU WKHXVHRI(8VWUXFWXUDO IXQGV LQ WKHHQYLURQPHQW WKH ,63$SUH
DFFHVVLRQ IXQGV DQG WKH &RKHVLRQ IXQGV DQG SURYLGH IRU SUHSDUDWLRQ RI WKH UHOHYDQW
SURMHFWV
x GLUHFWO\DQGLQGLUHFWO\SURPRWHXVHRIUHQHZDEOHHQHUJ\VRXUFHVDQGHQHUJ\HIILFLHQF\
x SURPRWHWKHDSSOLFDWLRQRIFOHDQHUSURGXFWLRQDSSURDFKHV
x SUHSDUH D SURSRVDO IRU WKH FUHDWLRQ RI IXUWKHU µQRQWUDGLWLRQDO¶ VRXUFHV RI ILQDQFH IRU
HQYLURQPHQWDOSURWHFWLRQ–VXFKDVWKHVRFDOOHGµJUHHQKHOOHU¶DVXUFKDUJHRQWKHSULFH
RIHDFKN:KRIHQHUJ\ZLWKWKHVHUHYHQXHVXVHGWRILQDQFHSURJUDPPHVRIDVVLVWDQFHIRU
UHQHZDEOHHQHUJ\VRXUFHV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

x LQDFFRUGDQFHZLWK(8DSSURDFKHVDVVHVVDQGUHHYDOXDWHFXUUHQWIRUPVRIHQYLURQPHQWDO
WD[UHOLHI
x SURSRVH DQG LPSOHPHQW D V\VWHP GLUHFWO\ DQG LQGLUHFWO\ SURPRWLQJ UHWXUQ RIZDVWH DQG
SDFNDJLQJIRUUHXVHRUGLVSRVDO
x LPSOHPHQWSURSRVDOVIRUWKHLQWURGXFWLRQRIPXQLFLSDOWD[DWLRQWKDWVKRXOGDPRQJVWRWKHU
WKLQJVVXSSRUWHQYLURQPHQWDOSURWHFWLRQDQGDFKLHYHPHQWRIWKHREMHFWLYHVRIWKH6(3HJ
DPXQLFLSDOWD[RQZDVWHDPXQLFLSDOWD[RQERLOHUVDQGVWRYHVEXUQLQJIRVVLOIXHODQGD
ORFDOPLQLQJWD[
x SUHSDUH D SURSRVDO IRU LQFUHDVLQJ WKH FKDUJH RQ ODQGILOOLQJ RI ZDVWH WR LQFOXGH DQ
DVVHVVPHQW RI WKH SRVVLEOH WUDQVIHU RI WKH EDVLF HOHPHQWV RI WKH ODQGILOOLQJ FKDUJH WR D
PXQLFLSDOWD[RQZDVWHPDQDJHPHQW
x LQUHODWLRQWRWKHQHZ:DWHU$FWSUHSDUHDSURSRVDOIRUDQHQYLURQPHQWDOHOHPHQWLQWKH
IHHVIRUXVHRIVXUIDFHDQGJURXQGZDWHUV


0HGLXP7HUP0HDVXUHV
x UHHYDOXDWH DQG PRGLI\ WKH RYHUDOO VWUXFWXUH RI WKH FXUUHQW V\VWHP RI SD\PHQWV IRU
SROOXWLRQDQGH[SORLWDWLRQRIWKHHQYLURQPHQWZLWKVSHFLDOHPSKDVLVRQXQLILFDWLRQRIWKH
HQWLUHV\VWHPDQGVLPSOLILFDWLRQRIDGPLQLVWUDWLYHSURFHGXUHVFRQQHFWHGZLWKLPSRVLWLRQ
SD\PHQWDQGFROOHFWLRQRIIHHV
x SUHSDUH D SURSRVDO IRU LQWURGXFWLRQ RI HQYLURQPHQWDO WD[ UHIRUP RU WD[HV IRU
HQYLURQPHQWDO SURWHFWLRQ HVSHFLDOO\ WD[HV RQ IXHO DQG HQHUJ\ LQ FRQQHFWLRQ ZLWK
HOLPLQDWLRQRISULFHGLVWRUWLRQV UHPRYDORI LQGLUHFW VXEVLGLHV DQG VLPLODU DSSURDFKHV LQ
(8FRXQWULHV$WWKHVDPHWLPHSURSRVHFRPSHQVDWLRQWKURXJKDGHFUHDVHLQRWKHUIRUPV
RIWD[DWLRQVRWKDWWKHRYHUDOOWD[EXUGHQGRHVQRWLQFUHDVH
x LQFRQQHFWLRQZLWKDLUSROOXWLRQFKDUJHVSUHSDUHDSURSRVDOIRUDJUDGXDOWUDQVLWLRQIURP
SD\PHQWV IRU DWPRVSKHULF SROOXWDQW HPLVVLRQV WR SD\PHQWV IRU IXHO FRQVXPSWLRQ WKLV
WUDQVLWLRQPXVWEHFRRUGLQDWHGZLWKWKHGHYHORSPHQWRIHQYLURQPHQWDOWD[UHIRUP
x LQWURGXFH WD[UHOLHIDQGRWKHUHFRQRPLF LQVWUXPHQWV WRRIIHUDEHQHILW WRFRPSDQLHV WKDW
DOORFDWH SDUW RI WKH FDVK IORZ WKXV FUHDWHG WR HQYLURQPHQWDO SURWHFWLRQ UHF\FOLQJ RU
UHSURFHVVLQJRIZDVWHDVVHFRQGDU\UDZPDWHULDO
x LQWURGXFHDQHZV\VWHPRIHFRQRPLFLQVWUXPHQWVLQPLQHUDOH[WUDFWLRQ
x SUHSDUH D SURSRVDO IRU WKH LQWURGXFWLRQ RI SURGXFW FKDUJHV – HVSHFLDOO\ IRU VROYHQWV
SURWHFWLYHFKHPLFDOVXEVWDQFHVDUWLILFLDOIHUWLOLVHUVGHWHUJHQWVDQGSHUVLVWHQWELRFLGHV
x LQ FRQQHFWLRQ ZLWK QHZ OHJLVODWLRQ SUHSDUH D OHJLVODWLYH UHIRUP RI SD\PHQWV IRU QRLVH
HVSHFLDOO\IURPDLUFUDIW
x XQGHUWDNHDQDVVHVVPHQWRIWKHH[WHUQDOLWLHVDVVRFLDWHGZLWKWKHH[SORLWDWLRQRIQDWXUHDVD
EDVLVIRUSURSRVLQJIHHVIRUH[SORLWDWLRQRIQDWXUH
x SUHSDUH D SURSRVDO IRU LQWURGXFWLRQ RI IXUWKHU IRUPV RI PXQLFLSDO WD[DWLRQ WR VXSSRUW
HQYLURQPHQWDOSURWHFWLRQ
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

x HYDOXDWH LQWHUQDWLRQDOH[SHULHQFHZLWK WKHXVHRI WUDGDEOHHPLVVLRQSHUPLWVDWDQDWLRQDO
DQGLQWHUQDWLRQDOOHYHODQGGHSHQGLQJXSRQWKHFUHDWLRQRIDVWDEOHPDUNHWHQYLURQPHQW
SUHSDUHWKHEDVLFFRQGLWLRQVIRUWKHLUSRVVLEOHLQWURGXFWLRQ
x UHLQIRUFH WKH UROH RI SRVLWLYH HFRQRPLF LQFHQWLYHV IRU µFOHDQHU SURGXFWLRQ¶ UHQHZDEOH
HQHUJ\VRXUFHVHQHUJ\HIILFLHQF\DQGWKHSURGXFWLRQDQGFRQVXPSWLRQRIHQYLURQPHQWDOO\
IULHQGO\SURGXFWV
9,,9ROXQWDU\,QVWUXPHQWV
,QLQGXVWULDOO\GHYHORSHGFRXQWULHVHQYLURQPHQWDOSURWHFWLRQKDVWKHVDPHLPSRUWDQFH
WR FRPSDQLHV DV ILQDQFH WD[ SHUVRQQHO DQG RWKHU LVVXHV WKDW DUH D WUDGLWLRQDO SDUW RI WKH
PDQDJHPHQW SURFHVV 7KLV LV D UHVXOW RI D IXQGDPHQWDO FKDQJH LQ VRFLHW\¶V DSSURDFK WR
SURORQJHGDQGFRPSOH[SUREOHPV WKH ORZHIIHFWLYHQHVVRIVDQFWLRQVDQGRWKHUSHQDOWLHVRQ
SURGXFHUV JUDGXDOO\ OHG WR D SUHIHUHQFH IRU SUHYHQWLYH YROXQWDU\ PHDVXUHV WKDW EHLQJ
V\VWHPDWLF LQ QDWXUH KDYH D IXQGDPHQWDO HIIHFW RQ DQ\ FRPSDQ\ DFWLYLW\ LQIOXHQFLQJ WKH
HQYLURQPHQW
$FUHDWLYHDSSURDFKE\FRPSDQLHVWRHQYLURQPHQWDOSURWHFWLRQEDVHGRQFRPSOLDQFH
ZLWKV\VWHPDWLFVHWRIUXOHVKDVDPDUNHGO\SUHYHQWLYHFKDUDFWHU7KLVFKDQJHVWKHFXUUHQWO\
FRPPRQSDVVLYHUROHRIWKHFRPSDQ\DVDSROOXWHUWKDWGRHVQRPRUHWKDQWRFRPSO\ZLWKWKH
UHTXLUHPHQWVRIWKHVWDWHVRPHWLPHVEHWWHUDQGVRPHWLPHVZRUVH8QGHUWKHVHFLUFXPVWDQFHV
LW RIWHQ KDSSHQV WKDW SDUWLFXODU SUREOHPV DUH VLPSO\ WUDQVIHUUHG IURP RQH HQYLURQPHQWDO
PHGLXP WR DQRWKHU DW GLVSURSRUWLRQDWHO\ KLJK FRVW 6\VWHPDWLFDOO\ EDVHG DQG LQWHUQDOO\
DFFHSWHGVROXWLRQVWDNHLQWRDFFRXQWWKHHFRQRPLFFRQWH[WEHWWHU$QLQFUHDVHLQSHUIRUPDQFH
FDQ WKXV EH DFKLHYHG DV D UHVXOW RI FDUHIXO PDSSLQJ DQG PDQDJHPHQW RI QRQSURGXFWLYH
EXVLQHVVDUHDV,QDQHQYLURQPHQWRILQFUHDVLQJSUHVVXUHIURPWKHSXEOLFDQGVRPHSUHVVXUH
JURXSVDFRPSDQ\ZLWKDQLQWHUHVWLQIXUWKHUGHYHORSPHQWJDLQVDQDGYDQWDJHLQGHFODULQJLWV
RZQSUHYHQWLYHDSSURDFKWRHQYLURQPHQWDOSURWHFWLRQ7KLVDSSURDFKLVLPSOHPHQWHGWKURXJK
µVRIW¶RUµYROXQWDU\¶LQVWUXPHQWVIRUHQYLURQPHQWDOSURWHFWLRQ
,QLPSOHPHQWLQJWKHSUHYHQWLYHSULQFLSOHLQHQYLURQPHQWDOSURWHFWLRQDQGVXSSRUWLQJ
DQ DFWLYH H[SRUW SROLF\ IRU WKH&5 LW LV QHFHVVDU\ FRQVWDQWO\ WRPRQLWRU DQG SURYLGH IRU D
OHJDODQGDGPLQLVWUDWLYHIUDPHZRUNDSSURDFKHVDQGPHWKRGVIRUWKHDSSOLFDWLRQRIYROXQWDU\
LQVWUXPHQWV LQ GRPHVWLF SUDFWLFH LQ DGGLWLRQ WR HFRODEHOOLQJ FOHDQHU SURGXFWLRQ
(06(0$6DQGHFRGHVLJQ/&$ UHWDLO DQGRWKHUVZLWK WKH DLPRI IDFLOLWDWLQJ DFFHVV WR
LQWHUQDWLRQDOPDUNHWVE\GRPHVWLFSURGXFHUV
6KRUWDQG0HGLXP7HUP0HDVXUHV
x XQGHUWDNHDQDQDO\VLVRIQHZLQVWUXPHQWVIRUSURGXFWRULHQWHGSROLFLHVXVHGLQUHODWLRQWR
EXVLQHVVLQGHYHORSHGFRXQWULHV
D LQVWUXPHQWVIDOOLQJIXOO\ZLWKLQWKHFRPSHWHQFHRIWKHFRPSDQ\OLIHF\FOHDVVHVVPHQW
FOHDQHU SURGXFWLRQ DQG HFRGHVLJQ HQYLURQPHQWDO LPSDFW DVVHVVPHQW FRPSDQ\
HQYLURQPHQWDOVWDWHPHQWV
E VSHFLILFDOO\WDUJHWHGLQVWUXPHQWVHJµ5HVSRQVLEOH&DUH¶LQWKHFKHPLFDOLQGXVWU\
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

F LQVWUXPHQWV ZLWK JHQHUDO YDOLGLW\ HFRODEHOOLQJ DQG RWKHU W\SHV RI HQYLURQPHQWDO
ODEHOOLQJ LQ OLQH ZLWK ,62 DFWLYLWLHV YROXQWDU\ DJUHHPHQWV UHWDLO HQYLURQPHQWDO
LQVXUDQFHHWF
x LQ FRQQHFWLRQZLWK WKH DFWLYLWLHV RI2(&’ DQG (8 SUHSDUH RWKHU µVRIW¶ LQVWUXPHQWV WR
LPSURYH WKH TXDOLW\ RI WKH HQYLURQPHQW DQG WR VXSSRUW D SURH[SRUW SROLF\ IRU &]HFK
SURGXFHUV
x VXSSRUW WKH LPSOHPHQWDWLRQ RI QHZ LQVWUXPHQWV LQ EXVLQHVV SUDFWLFH E\ FUHDWLRQ RI D
OHJLVODWLYHDQGDGPLQLVWUDWLYHIUDPHZRUNIRUWKHLUXVH
9,,,QIRUPDWLRQ
$FFHVV WR LQIRUPDWLRQ LV JXDUDQWHHG E\ $FW 1R  &ROO RQ WKH ULJKW WR
HQYLURQPHQWDOLQIRUPDWLRQ7KH$FWFDPHLQWRIRUFHRQ-XO\DQGLVIXOO\FRPSDWLEOH
ZLWK ’LUHFWLYH ((& 7KH $FW UHSUHVHQWV D FRPSOHWHO\ QHZ DSSURDFK LQ &]HFK
OHJLVODWLRQ2QWKHEDVLVRIH[SHULHQFH LQ WKHRSHUDWLRQRI WKH$FW LQSUDFWLFHDQGIROORZLQJ
UDWLILFDWLRQ RI WKH &RQYHQWLRQ RQ $FFHVV WR ,QIRUPDWLRQ 3XEOLF 3DUWLFLSDWLRQ LQ ’HFLVLRQ
0DNLQJDQG$FFHVVWR-XVWLFHLQ(QYLURQPHQWDO0DWWHUVWKH$DUKXV&RQYHQWLRQVWHSVZLOO
SUREDEO\EHWDNHQWRDPHQGWKH$FW
(QYLURQPHQWDO HGXFDWLRQ SXEOLF DZDUHQHVV DQG WUDLQLQJ LV DPXOWLGLVFLSOLQDU\ ILHOG
FRPSOHPHQWLQJ WKH ULJKW WRHQYLURQPHQWDO LQIRUPDWLRQDQGHGXFDWLRQ ,WFDQDIIHFWQRWRQO\
FRQVXPHUV DQG SURGXFHUV EXW DOVR IXWXUH WUHQGV LQ VHFWRUDO SROLFLHV ,W RSHUDWHV GXULQJ WKH
IRUPDWLRQ RI SHUVRQDO YDOXHV WKDW DUH WKHQ UHIOHFWHG LQ WKH TXDOLW\ RI SHUVRQDO VRFLDO
FRQVXPHU DQG RWKHU EHKDYLRXU ,W LV WKXV RQH RI WKH OLPLWLQJ IDFWRUV IRU WKH VWDWH RI WKH
HQYLURQPHQW QDWXUH DQG WKH ODQGVFDSH DQG QDWXUDO UHVRXUFHV DQG KDV DPDUNHG HFRQRPLF
LPSDFW
(QYLURQPHQWDOHGXFDWLRQKHOSVWRFUHDWHSXEOLFSUHVVXUHRQSROLWLFLDQVOHJLVODWRUVWKH
PHGLD DQG SURGXFHUV 7KH JUHDWHVW LPSDFW LV DFKLHYHG E\ WKH FRQVWUXFWLYH DFWLYLWLHV RI
HQYLURQPHQWDOO\RULHQWHGQRQJRYHUQPHQWDOQRQSURILWRUJDQLVDWLRQV WKHJUDGXDO LQWURGXFWLRQ
RIHQYLURQPHQWDOHOHPHQWVLQWRWKHHGXFDWLRQDOV\VWHPDWDOOOHYHOVDQGYROXQWDU\DFWLYLWLHVE\
WKHPHGLDWKHDUWVDQGFXOWXUHDQGEXVLQHVV
7KH 0R( KDV SUHSDUHG D GUDIW 6WUDWHJ\ IRU (QYLURQPHQWDO (GXFDWLRQ 3XEOLF
$ZDUHQHVVDQG7UDLQLQJLQWKH(QYLURQPHQWDO6HFWRUKHUHLQDIWHUWKH((6WUDWHJ\DQGDQ
$FFRPSDQ\LQJ((3URJUDPPHDVDQLQVWUXPHQWRIWKH6WDWH(QYLURQPHQWDO3ROLF\7KHVH
IRUP WKH VWDUWLQJ SRLQW IRU WKH SUHSDUDWLRQ RI D 6WDWH (( 3URJUDPPH LQ WKH &5 DQG
SUHSDUDWRU\ZRUNIRUDFFHVVLRQRIWKH&]HFK5HSXEOLFWRWKH(XURSHDQ8QLRQ
7KLVLVLQDFFRUGDQFHZLWKWKHWDVNVDQGDLPVRIFRPSUHKHQVLYHO\LQIOXHQFLQJSHRSOH¶V
UHODWLRQVKLSWRZDUGVWKHSULQFLSOHVRIVXVWDLQDEOHGHYHORSPHQW(PSKDVLVLVSODFHGRQ/RFDO
$JHQGDDQGFRPSOLDQFHZLWKWKH$DUKXV&RQYHQWLRQ
,Q FXUUHQW SUDFWLFH WKH LQGLYLGXDO HOHPHQWV RI HQYLURQPHQWDO HGXFDWLRQ SXEOLF
DZDUHQHVV DQG WUDLQLQJ DUH TXLWH EURDGO\ LPSOHPHQWHG DQG VXSSRUWHG ERWK GLUHFWO\ DQG
LQGLUHFWO\E\ WKH VWDWHKRZHYHU WKHUH LVQRFRPSUHKHQVLYH V\VWHPDQG WKHUH LV D ODFNRI D
OHJLVODWLYHDQGHVSHFLDOO\DQLQVWLWXWLRQDOEDVH7KH6WDWH(QYLURQPHQWDO3ROLF\PXVWWKHUHIRUH
SURPRWH WKHFUHDWLRQDQGXWLOLVDWLRQRIDQ LQWHJUDWHG V\VWHPRIHQYLURQPHQWDO HGXFDWLRQ
SXEOLF DZDUHQHVV DQG WUDLQLQJ LPSOHPHQWHG FURVVVHFWRUDOO\ LQFOXGLQJ VWDWH SXEOLF
SULYDWHDQGFLYLF LQVWLWXWLRQVDQGRUJDQLVDWLRQVPDNLQJXVHRI WKHLUPXWXDO UHODWLRQVRQ WKH
EDVLV RI GHPRFUDWLF SULQFLSOHV DQG UHVSHFWLQJ UHJLRQDO GLIIHUHQFHV SRVVLELOLWLHV DQG QHHGV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

,WPXVWXWLOLVHQDWLRQDOH[SHULHQFHDQGH[SHULHQFHLQRWKHUFRXQWULHVHVSHFLDOO\WKH(8DQG
PRGLI\ WKLV WR ORFDO FRQGLWLRQV ,Q UHODWLRQ WR WKH SUHSDUDWLRQ RI WKH &]HFK 5HSXEOLF IRU
DFFHVVLRQ WR WKH (XURSHDQ8QLRQ LW PXVW FRQVLVWHQWO\ VXSSRUW WKH ZDWFKGRJ DQG SXEOLFLW\
IXQFWLRQVRIQRQJRYHUQPHQWDOQRQSURILWRUJDQLVDWLRQVDQGFRQVWDQWO\IDFLOLWDWHWKHVHIXQFWLRQV
E\HFRQRPLFDQGOHJLVODWLYHLQVWUXPHQWVDPRQJVWRWKHUV
6KRUW7HUPDQG&XUUHQW0HDVXUHV
x LQ WKH DUHD RI WUDLQLQJ DQG HGXFDWLRQ HVWDEOLVK DQG LPSOHPHQW D 6WDWH 3URJUDPPH RI
(QYLURQPHQWDO (GXFDWLRQ 3XEOLF $ZDUHQHVV DQG 7UDLQLQJ 3URPRWH HGXFDWLRQ DQG
SXEOLFLW\HVSHFLDOO\DWORZHUVFKRROOHYHOVDQGLQWKHPDVVPHGLD
x FRPSOHWHWKHGHYHORSPHQWRIDQLQWHJUDWHGHQYLURQPHQWDOLQIRUPDWLRQV\VWHPWDNLQJLQWR
DFFRXQWWKHVWDQGDUGVRIWKH(XURSHDQ(QYLURQPHQW$JHQF\
x WUDQVIRUP WKH 5HJLVWHU RI DLU SROOXWLRQ VRXUFHV DQG HPLVVLRQV NQRZQ DV µ5(==2¶
SXUVXDQWWR(8UHTXLUHPHQWV
x HVWDEOLVKD3ROOXWLRQ5HOHDVHDQG7UDQVSRUW5HJLVWHU3575E\
x VXSSRUWWKHGHYHORSPHQWRIDV\VWHPIRUODEHOOLQJHQYLURQPHQWDOO\IULHQGO\SURGXFWVDQG
HQVXUHLWVFRPSDWLELOLW\ZLWKVLPLODUV\VWHPVLQWKHFRXQWULHVRIWKH(XURSHDQ8QLRQRQ
JRLQJ
x SURPRWHXQGHUVWDQGLQJE\EXVLQHVVSHRSOHRIHQYLURQPHQWDOPDQDJHPHQWV\VWHPVDQGWKH
XVHRIHQYLURQPHQWDOO\VRXQGFOHDQHUWHFKQRORJLHVRQJRLQJ
x LQUHODWLRQWRKDUPRQLVDWLRQZLWKWKH(XURSHDQ8QLRQDQG2(&’LPSURYHWKHV\VWHPRI
HQYLURQPHQWDOVWDWLVWLFVDQGHQYLURQPHQWDODFFRXQWLQJ
x LQWURGXFHDXQLIRUPV\VWHPRIHQYLURQPHQWDOULVNPDQDJHPHQW

9,,,QVWLWXWLRQV
 ,Q FRQQHFWLRQZLWK WKH LQWURGXFWLRQ RI WKH SURSRVHG QHZ UHJLRQDO VWUXFWXUH DQG WKH
QHHG WR KDUPRQLVH &]HFK HQYLURQPHQWDO OHJLVODWLRQ LW ZLOO EH QHFHVVDU\ WR UHVWUXFWXUH WKH
H[LVWLQJ V\VWHP RI VWDWH DGPLQLVWUDWLRQ DQG WR JUHDWO\ LPSURYH LWV SHUIRUPDQFH LQ
LPSOHPHQWDWLRQ RI OHJLVODWLRQ LQVSHFWLRQ DQG HQIRUFHPHQW RI FRPSOLDQFH 7RJHWKHU ZLWK
QHZO\SUHSDUHGOHJLVODWLRQDQGWKDWZKLFKLVEHLQJJUDGXDOO\LQWURGXFHGLQDUHDVQRWFXUUHQWO\
UHJXODWHG DFFLGHQW SUHYHQWLRQ DQG HPHUJHQF\ UHVSRQVH JHQHWLFDOO\ PRGLILHG RUJDQLVPV
LQWHJUDWHGSROOXWLRQSUHYHQWLRQDQGFRQWURODQGDOVRZLWKKDUPRQLVDWLRQRIWKHHQWLUHFXUUHQW
&]HFKHQYLURQPHQWDO OHJLVODWLRQZLWK WKH OHJLVODWLRQRI WKH(XURSHDQ&RPPXQLW\ LWZLOOEH
QHFHVVDU\ WR UHVWUXFWXUH DQGH[WHQG WKH FXUUHQW VWDWH DGPLQLVWUDWLYH V\VWHP WKH0LQLVWU\RI
WKH(QYLURQPHQWWKH&]HFK(QYLURQPHQWDO,QVSHFWLRQWKHERGLHVRIWKHSXEOLFKHDOWKVHUYLFH
WKHDGPLQLVWUDWLRQVIRU3URWHFWHG/DQGVFDSH$UHDVDQG1DWLRQDO3DUNV’LVWULFW2IILFHV$OVR
WKHDJHQF\W\SHVXEVLGLDU\LQVWLWXWLRQVRIWKH0R(DVQHZOHJLVODWLRQFRPHVLQWRHIIHFWDQG
WKHVWDWHHQYLURQPHQWDODGPLQLVWUDWLRQZLOOQHHGWREHUHRUJDQLVHGLQDFFRUGDQFHZLWKWKHQHZ
WHUULWRULDODQGDGPLQLVWUDWLYHRUJDQLVDWLRQRIWKHVWDWH
 ([SHUW VXSSRUW LV FXUUHQWO\ SURYLGHG E\ WKH &]HFK (QYLURQPHQWDO ,QVSHFWRUDWH WKH
&]HFK (QYLURQPHQWDO ,QVWLWXWH WKH &]HFK ,QVWLWXWH RI *HRORJ\ WKH &]HFK
+\GURPHWHRURORJLFDO ,QVWLWXWH WKH $JHQF\ IRU 1DWXUH DQG /DQGVFDSH 3URWHFWLRQ WKH
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

DGPLQLVWUDWLRQV IRU WKH3URWHFWHG/DQGVFDSH$UHDV WKH+RUWLFXOWXUDO5HVHDUFK ,QVWLWXWH WKH
7*0 :DWHU 0DQDJHPHQW 5HVHDUFK ,QVWLWXWH DQG WKH *HRIRQG *HRORJLFDO IXQG 7KH
FRRUGLQDWLQJDQGLQWHJUDWLQJUROHRIWKH0R(LQSDUWLFXODULVQRWVXSSRUWHGE\DQDSSURSULDWH
H[SHUW EDVH DW WKH SUHVHQW WLPH ,W LV WKHUHIRUH QHFHVVDU\ WR VWUHQJWKHQ WKH &]HFK
(QYLURQPHQWDO ,QVWLWXWH DQG LPSURYH FRRUGLQDWLRQ EHWZHHQ WKRVH LQVWLWXWHV WKDW GHDO ZLWK
VSHFLILF HQYLURQPHQWDO PHGLD LQ UHODWLRQ WR WKH ODWHU HVWDEOLVKPHQW RI WKH (QYLURQPHQWDO
$JHQF\RIWKH&]HFK5HSXEOLF
 $ QHZ EDVLF IHDWXUH RI WKH XSGDWHG 6(3 LV WKH LPSOHPHQWDWLRQ RI WKH SULQFLSOH RI
VXVWDLQDEOHGHYHORSPHQW LH FRRUGLQDWLRQRIHFRQRPLF HQYLURQPHQWDO DQG VRFLDO DVSHFWVRI
GHYHORSPHQWRIVRFLHW\DVDZKROHDQGIRUHDFKLQGLYLGXDOVHFWRUDOGHYHORSPHQWSURJUDPPH
%DODQFHGXVHRIWKHODQGVFDSHDQGH[SORLWDWLRQRIQDWXUDOUHVRXUFHVDVZHOODVWKHSURWHFWLRQ
RI DQ LQFUHDVLQJO\ UDUH UHVRXUFH – VSDFH – FRQVWLWXWH D SUHFRQGLWLRQ IRU WKH VXVWDLQDEOH
GHYHORSPHQWRILQGLYLGXDOVPXQLFLSDOLWLHVDQGVRFLHW\DVDZKROH
 ,WLVWKHUHIRUHQHFHVVDU\WRUHHYDOXDWHWKHMXULVGLFWLRQRIWKHFHQWUDOERGLHVRIWKHVWDWH
DGPLQLVWUDWLRQLQODQGXVHSODQLQJDQGZDWHUDQGIRUHVWPDQDJHPHQWDQGWRFRQVLGHUUHWXUQLQJ
FRPSHWHQFH LQ WKHVH DUHDV WR WKH0R( WKHVH DUHDVZHUH WDNHQ DZD\ IURP WKH0R( WR WKH
GHWULPHQWRIHIIHFWLYHSURWHFWLRQRIQDWXUDOUHVRXUFHVDQGLPSOHPHQWDWLRQRIWKHSULQFLSOHRI
VXVWDLQDEOHGHYHORSPHQW

&XUUHQW0HDVXUHV
x FUHDWHD&RXQFLOIRU6XVWDLQDEOH’HYHORSPHQWDVDFRQVXOWDWLYHERG\WRWKH*RYHUQPHQW
RUH[WHQGWKH&RXQFLORIWKH*RYHUQPHQWRIWKH&]HFK5HSXEOLFIRU6RFLDODQG(FRQRPLF
6WUDWHJ\WRLQFOXGHHQYLURQPHQWDOLVVXHV
x FUHDWHWKHQHFHVVDU\FRQGLWLRQVDW0LQLVWULHVZKRVHDFWLYLWLHVDUHUHODWHGWRHQYLURQPHQWDO
LVVXHVVXFKWKDWWKH\DUHDEOHWRGHYHORSVWUDWHJLHVDQGSURJUDPPHVRUWRWDNHVLJQLILFDQW
GHFLVLRQVUHODWHGWRHQYLURQPHQWDOSURWHFWLRQDQGVXVWDLQDEOHGHYHORSPHQW
x HVWDEOLVK FRPPLWWHHV IRU VXVWDLQDEOH GHYHORSPHQW LQ 3DUOLDPHQW DQG WKH 6HQDWH DQG
GLVFXVV WKH6WDWH(QYLURQPHQWDO3ROLF\ WKH5HSRUWRQWKH6WDWHRI WKH(QYLURQPHQWDQG
WKHVHFWRUDOSROLFLHVRILQGLYLGXDO0LQLVWULHVLQ3DUOLDPHQWDQGWKH6HQDWH
x DW WKH OHYHO RI WKH SURSRVHG UHJLRQDO JRYHUQPHQWV DQG PXQLFLSDOLWLHV HVWDEOLVK ERGLHV
UHVSRQVLEOHIRUSUHSDULQJVXVWDLQDEOHGHYHORSPHQWVWUDWHJLHV
x LQ WKH OLJKW RI WKH VWURQJ QHHG IRU SURIHVVLRQDO H[SHUWLVH WR VXSSRUW GHFLVLRQPDNLQJ
HVWDEOLVK DQ (QYLURQPHQW $JHQF\ LQ WKHPHGLXPWHUP WR FRQFHQWUDWH GHFLVLRQPDNLQJ
DQGLQVSHFWLRQFRPSHWHQFHLQUHODWLRQWRLVVXHVVXFKDV(,$,33&DFFLGHQWSUHYHQWLRQ
GHFLVLRQPDNLQJDFFRUGLQJWR&,7(6HWF
x VWUHQJWKHQWKHSURIHVVLRQDOH[SHUWLVHDQGWHFKQLFDOEDVHRIWKH0R(
x UHHYDOXDWHFRPSHWHQFHLQWKHDUHDRIZDWHUDQGIRUHVWPDQDJHPHQWDQGODQGXVHSODQQLQJ
x GHILQHFRPSHWHQFLHVLQUHODWLRQWRQRLVHLQWKHDQWLFLSDWHG3XEOLF+HDOWK%LOO
x VWUHQJWKHQWKH&]HFK(QYLURQPHQWDO,QVSHFWLRQDVDQLPSRUWDQWWRROIRUWKHHQIRUFHPHQW
RIHQYLURQPHQWDOODZDQGDVDEDVHRISURIHVVLRQDOH[SHUWLVHIRU,33&
x SURYLGH RUJDQLVDWLRQDO SUHSDUDWLRQ IRU WKH 0R( DQG WKH UHJLRQV WR DVVLVW WKHP LQ WKH
SUHSDUDWLRQRISURMHFWVIRULQWHUQDWLRQDOIXQGLQJDQGUHJLRQDOGHYHORSPHQWVXSSRUW
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

9,,3XEOLF3DUWLFLSDWLRQDQG$JHQGD
 7KH LPSOHPHQWDWLRQ RI$JHQGD  WKH IXQGDPHQWDO GRFXPHQW DULVLQJ IURP WKH81
&RQIHUHQFHRQWKH(QYLURQPHQWDQG’HYHORSPHQWLQ5LRGH-DQHLURLQLVODJJLQJLQWKH
&5 7KH *RYHUQPHQW &RXQFLO IRU 6XVWDLQDEOH ’HYHORSPHQW LV QRW IXQFWLRQDO WKHUH LV QR
QDWLRQDO SURJUDPPH IRU VXVWDLQDEOH GHYHORSPHQW DQG /RFDO $JHQGD  SURJUDPPHV DUH
GHYHORSLQJ VORZO\ DQG IDOWHULQJO\ ,Q PRVW (80HPEHU 6WDWHV $JHQGD  FRQVWLWXWHV WKH
IRXQGDWLRQ IRU SDUWLFLSDWLRQ RI WKH SRSXODWLRQ LQ WKH SURJUDPPHV RIPXQLFLSDOLWLHV WRZQV
FLWLHV DQG UHJLRQV ,Q *UHDW %ULWDLQ IRU H[DPSOH DERXW  RI ORFDO JRYHUQPHQWV KDYH
LQLWLDWHG WKH /RFDO $JHQGD  SURFHVV ,Q LPSOHPHQWLQJ WKH SULQFLSOH RI VXVWDLQDEOH
GHYHORSPHQW LQ WKH &5 /RFDO $JHQGD V ZLOO DV D ERWWRPXS LQLWLDWLYH EH RI JUHDW
LPSRUWDQFH DQG GHVHUYH DOO SRVVLEOH DVVLVWDQFH 7KH\ RIIHU D FRPSUHKHQVLYH DSSURDFK WR
GHYHORSPHQWDQGLPSURYHPHQWLQWKHTXDOLW\RIOLIHOLQNDJHRIVRFLDODQGHFRQRPLFVSKHUHV
ZLWK HQYLURQPHQWDO LVVXHV DQ RSHQ DSSURDFK WR FRRSHUDWLRQEHWZHHQYDULRXV VRFLDO JURXSV
DQG SXEOLF SDUWLFLSDWLRQ LQ SODQQLQJ DQG LPSOHPHQWLQJ WKH GHYHORSPHQW RI ORFDO DUHDV DQG
VRFLHW\DVDZKROH

&XUUHQW0HDVXUHVDQG7DUJHWV
x LPSOHPHQW LQ SUDFWLFH WKH $DUKXV &RQYHQWLRQ DQG &KDSWHU  RI $JHQGD 
µ6WUHQJWKHQLQJ WKH UROH RI QRQJRYHUQPHQWDO RUJDQLVDWLRQV DV SDUWQHUV IRU VXVWDLQDEOH
GHYHORSPHQWµ DQG&KDSWHU  RI $JHQGD  µ/RFDO DXWKRULW\ LQLWLDWLYHV LQ VXSSRUW RI
$JHQGD¶
x LQ FRRSHUDWLRQ ZLWK RWKHU PLQLVWULHV HVWDEOLVK D *RYHUQPHQW &RXQFLO IRU 6XVWDLQDEOH
’HYHORSPHQW ZKLFK ZLOO SUHSDUH D 1DWLRQDO 3URJUDPPH IRU ,PSOHPHQWDWLRQ RI
$JHQGD
x SURYLGHH[WHQVLYHDVVLVWDQFHIRUH[LVWLQJ/RFDO$JHQGDLQLWLDWLYHVWKURXJKSXEOLFDWLRQ
RI JXLGDQFH PDWHULDOV RUJDQLVDWLRQ RI WUDLQLQJ VHVVLRQV DQG ZRUNVKRSV SURYLVLRQ RI
H[SHUWDGYLFHSURPRWLRQRISXEOLFDZDUHQHVVDQGSURYLVLRQRILQIRUPDWLRQ
x LQLWLDWHWKH/RFDO$JHQGDSURFHVVLQDWOHDVWRIPXQLFLSDOLWLHVGLVWULFWVRUUHJLRQV
D WRWDO RI DERXW  ORFDWLRQV E\ WKH \HDU  DQG DW OHDVW  RIPXQLFLSDOLWLHV
GLVWULFWVRUUHJLRQVDWRWDORIDERXWORFDWLRQVE\WKH\HDU
x HQVXUHWKDWIDYRXUDEOHWHFKQLFDORUJDQLVDWLRQDODQGHFRQRPLFFRQGLWLRQVH[LVWWRIDFLOLWDWH
SXEOLFDFFHVVWRHQYLURQPHQWDOLQIRUPDWLRQSXEOLFLQIRUPDWLRQFHQWUHVDQHQYLURQPHQWDO
LQIRUPDWLRQV\VWHPZRUNVKRSVXVHRIWKH,QWHUQHWDQGSXEOLFDWLRQRI\HDUERRNV6WDWHRI
WKH(QYLURQPHQW5HSRUWVDQGRWKHUSXEOLFDWLRQV

9,,5HVHDUFKDQG’HYHORSPHQW
 :KLOHVFLHQFHDQGWHFKQRORJ\DUHDQHXWUDOLQVWUXPHQWLQUHODWLRQWRWKHHQYLURQPHQW
WKH\FDQEHLPSRUWDQWWRROVLQGHFUHDVLQJWKHGHWULPHQWDOQHJDWLYHLPSDFWVRIKXPDQDFWLYLWLHV
RQ WKH HQYLURQPHQW LQ UHPHG\LQJ DQG HOLPLQDWLQJ GDPDJH LQFXUUHG DQG LQ PRQLWRULQJ
FKDQJHV LQ WKH TXDOLW\ RI WKH HQYLURQPHQW ZDVWHZDWHU WUHDWPHQW WHFKQRORJLHV FOHDQ DQG
ZDVWHIUHH WHFKQRORJLHV UHF\FOLQJ WHFKQRORJLHV WHFKQRORJLHV IRU PRUH HIIHFWLYH XVH RI
UHQHZDEOH DQG QRQUHQHZDEOH UHVRXUFHV DQG UDZ PDWHULDOV GHYHORSPHQW RI FRQVXPHU
SURGXFWVZLWKPLQLPDO H[WHUQDOLWLHV FKHPLFDO DQG ELRORJLFDO FOHDQXSPHWKRGVPRQLWRULQJ
WHFKQRORJLHVDQGPHWKRGVRISK\VLFDO DQGFKHPLFDO DQDO\VLV ,W LV DNH\ VWUDWHJLFSULQFLSOH
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

RIWKH6(3WKDWWKLVSRZHUIXOLQVWUXPHQWEHXVHGIRUDGYDQFHZDUQLQJRISRWHQWLDOULVNVIRU
GHFUHDVLQJ QHJDWLYH HQYLURQPHQWDO LPSDFWV DQG WR SURWHFW WKH HQYLURQPHQW DQG LPSURYH LWV
TXDOLW\

&XUUHQW0HDVXUHV
x VXSSRUWVHOHFWHGWKHPHVLQWKH(8¶VWK)UDPHZRUN3URJUDPPHIRUVFLHQFHDQGUHVHDUFK
SULPDULO\WKRVHFRQFHUQHGZLWKHQYLURQPHQWDOSURWHFWLRQXQGHUWKHKHDGLQJVµ&RPSHWLWLYH
DQG6XVWDLQDEOH*URZWKµDQGµ3UHVHUYDWLRQRI(FRV\VWHPVµ
x PDNHXVHRIVFLHQWLILFLQVWLWXWLRQVWKH$FDGHP\RI6FLHQFHVRI WKH&5XQLYHUVLWLHVDQG
UHVHDUFKLQVWLWXWHVLQIRUPXODWLQJHQYLURQPHQWDOUHVHDUFKDQGGHYHORSPHQWSULRULWLHVDQG
LQWKHSURYLVLRQRIH[SHUWVXSSRUWWRVHFWRUDOSURJUDPPHV
x FRRSHUDWH ZLWK WKH &RPPLVVLRQ IRU WKH (QYLURQPHQW DQG WKH 7HFKQLFDO &HQWUH RI WKH
$FDGHP\RI6FLHQFHV
x FRRUGLQDWHJHQHUDOHGXFDWLRQDOSURMHFWVVXSSRUWHGE\WKH(8IRUXQLYHUVLWLHVLQUHODWLRQWR
WKHHQYLURQPHQWHJ3KDUH7(0386DQG/HRQDUGRGD9LQFL

9,,/DQG8VH3ODQQLQJ
 /DQGXVHSODQQLQJ LV DYHU\HIIHFWLYH LQVWUXPHQW IRU LPSOHPHQWLQJ WKHREMHFWLYHVRI
VXVWDLQDEOHGHYHORSPHQWZLWKDORQJWUDGLWLRQHVWDEOLVKHGOHJLVODWLRQDQGDQRUJDQLVDWLRQDO
WHFKQLFDODQGSURIHVVLRQDOIRXQGDWLRQ7KHWUDQVIHURIFRPSHWHQFHIRUODQGXVHSODQQLQJIURP
WKH0R( WR WKH05’ LQZDVD VLJQLILFDQW VHWEDFN WR WKH UHDOLVDWLRQRI HQYLURQPHQWDO
JRDOVDQGWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQW7KH*RYHUQPHQW’HFODUDWLRQSUHVXSSRVHV
D UHYLVLRQRI WKLVGHFLVLRQEXW LQDQ\FDVH LW LVQHFHVVDU\ LQ WKH LPPHGLDWH IXWXUH WRHQVXUH
FORVHUFRRSHUDWLRQEHWZHHQWKH0R(DQG05’DWDQHDUO\VWDJHLQWKHSUHSDUDWLRQRIODQGXVH
SODQQLQJ VWUDWHJLHV DQG PDQDJHPHQW SULQFLSOHV 7KH LPSOHPHQWDWLRQ RI ODQG XVH SODQV
GHWHUPLQHV RYHU D ORQJ SHULRG RI WLPH WKH GHJUHH DQG VHYHULW\ RI IDFWRUV DIIHFWLQJ WKH
HQYLURQPHQW LQFOXGLQJ WKH GHVLJQDWLRQ DQG XVH RI ODQG VHYHUDQFH RI WKH ODQGVFDSH E\
WUDQVSRUW LQIUDVWUXFWXUH DQG JHQHUDWLRQ RI WUDQVSRUW GHPDQG KRZHYHU LW DOVR SHUPLWV
HIIHFWLYH SURWHFWLRQ RI QDWXUH FUHDWLRQ RI GHVLJQDWHG DUHDV RI HFRORJLFDO VWDELOLW\ DQG WKH
SURWHFWLRQRIUHFUHDWLRQDODUHDVLQXUEDQDUHDVDQGLQGXVWULDODJJORPHUDWLRQV

,QWKHVSKHUHRIODQGXVHSODQQLQJLWLVWKXVQHFHVVDU\LQWKHVKRUWWHUPWR
x HVWDEOLVKDQGLQLWLDWHZRUNE\DFRRUGLQDWLRQJURXSRI0R(DQG05’RIILFLDOVLQODQGXVH
SODQQLQJ
x H[SDQGDQG LPSURYH WKHTXDOLW\RISDUWLFLSDWLRQE\ WKH0R(DW WKHSUHSDUDWLRQ VWDJHRI
ODQGXVHSODQVDQGVWUDWHJLHV
x UHTXLUH DQ LPSURYHPHQW LQ HQYLURQPHQWDO LPSDFW DVVHVVPHQW SXUVXDQW WR $FW 1R
&ROORIODQGXVHSODQVIRUODUJHWHUULWRULDOXQLWVDQGPXQLFLSDOLWLHV
RSHQGLVFXVVLRQVRQKRZWRWUDQVIHUFRPSHWHQFHIRUODQGXVHSODQQLQJEDFNWRWKH0R(DQG
WKXV WR UHWXUQ WR D VWDWH RI DIIDLUV WKDW KDV EHHQ IRXQG WR EH HIIHFWLYH LQ PDQ\ GHYHORSHG
(XURSHDQFRXQWULHV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

,QWKHPHGLXPWHUPLWLVQHFHVVDU\WRDFKLHYHPRUHHIIHFWLYHPDQDJHPHQWRIODQGXVH
SODQQLQJLQRUGHUWRDVVLVWLPSOHPHQWDWLRQRIWKHSULQFLSOHRIVXVWDLQDEOHGHYHORSPHQW

9,,,QWHUQDWLRQDO&RRSHUDWLRQ
 ,QWHUQDWLRQDO FRRSHUDWLRQ LV DQ LPSRUWDQW LQVWUXPHQW LQ LPSOHPHQWLQJ WKH 6(3
9HUVDWLOH XVH RI WKH LQWHUQDWLRQDO DVVLVWDQFH WKDW LV RIIHUHG FDQ VLJQLILFDQWO\ DFFHOHUDWH
HQYLURQPHQWDOLPSURYHPHQWV$QHFHVVDU\SUHFRQGLWLRQIRUHIIHFWLYHO\UHFHLYLQJDQGPDNLQJ
XVHRIWKLVDVVLVWDQFHLVJRRGWHFKQLFDODQGRUJDQLVDWLRQDOSUHSDUDWLRQ2QWKHRWKHUKDQGWKH
&]HFK5HSXEOLFKDVVLJQHGDQXPEHURILQWHUQDWLRQDODJUHHPHQWVDQGFRQYHQWLRQVWKDWUHVXOW
LQ FRQFUHWH WDVNV  LQFOXGLQJ WDVNV IRU WKH6(3$W WKH SUHVHQW WLPH WKH&]HFK5HSXEOLF LV
XQGHUJRLQJ WKH LPSRUWDQW µVFUHHQLQJ¶SURFHVVRQ LWV MRXUQH\ WRZDUGV WKH(87KH&5PXVW
SUHSDUH IRU WKH XVH RI VWUXFWXUDO IXQGV DQG WKH 6$3$5’ DQG ,63$ IXQGVZKLFK FDQ WR D
FHUWDLQGHJUHHKHOSWRPHHWWKHJRDOVRI WKH6(3+RZHYHU LQ WKHQHDUIXWXUHLW LVH[SHFWHG
WKDWWKH&5ZLOOFKDQJHIURPDFRXQWU\WKDWRQO\UHFHLYHVDVVLVWDQFHWRDFRXQWU\WKDWSURYLGHV
LWDVZHOO7KH&5LVDOUHDG\SURYLGLQJOLPLWHGDVVLVWDQFHWRRWKHUFRXQWULHV
 7KH &]HFK 5HSXEOLF ZLOO FRQWULEXWH WR WKH MRLQW HIIRUWV RI GHPRFUDWLF FRXQWULHV LQ
FUHDWLQJDQDWPRVSKHUHRIJOREDOVDIHW\DQGFRRSHUDWLRQ3URWHFWLRQRI WKHHQYLURQPHQWDQG
DFKLHYLQJVXVWDLQDEOHGHYHORSPHQWDUHQRZJOREDOLVVXHVUHTXLULQJMRLQWLQWHUQDWLRQDOHIIRUWV
7KHLPSRUWDQFHRIWKHHQYLURQPHQWDOGLPHQVLRQRIFXUUHQWLQWHUQDWLRQDOUHODWLRQVLVUHIOHFWHG
LQ WKH JURZLQJ QXPEHU RI LQWHUQDWLRQDO FRQYHQWLRQV DQG ELODWHUDO DJUHHPHQWV DLPLQJ WR
HOLPLQDWH WKH QHJDWLYH HQYLURQPHQWDO LPSDFWV RI HFRQRPLF GHYHORSPHQW KXPDQ DFWLYLWLHV
QDWXUDO GLVDVWHUV DQG HQYLURQPHQWDO DFFLGHQWV ,Q WKH GHYHORSPHQW RI LQWHUQDWLRQDO
FRRSHUDWLRQ WKH &]HFK 5HSXEOLF PXVW WKHUHIRUH HQVXUH VWULFW DSSOLFDWLRQ RI HQYLURQPHQWDO
VWDQGDUGV FRUUHVSRQGLQJ WR LQWHUQDWLRQDO FRPPLWPHQWV DQG WKH UHTXLUHPHQWV RI WKH QDWLRQDO
OHJLVODWLRQ 6SHFLILF WDVNV IRU WKH HQYLURQPHQWDO VHFWRU LQ WKH VSKHUH RI LQWHUQDWLRQDO
FRRSHUDWLRQDUHEDVHGRQFXUUHQW LQWHUQDWLRQDO FRPPLWPHQWV DQGSULRULWLHV ODLGGRZQ LQ WKH
*RYHUQPHQW’HFODUDWLRQ

,QDUHDRILQWHUQDWLRQDOFRRSHUDWLRQLWLVQHFHVVDU\WR
x FUHDWHHIIHFWLYHPHFKDQLVPVDQGVHWDVLGHPHDQVWRHQVXUHWKHHIIHFWLYHXVHRIUHVRXUFHV
RIIHUHG E\ WKH (8 WR FDQGLGDWH FRXQWULHV LQ WKH SUHDFFHVVLRQ SHULRG 3KDUH DQG RWKHU
SURJUDPPHVDIWHUWKH\HDUQDPHO\,63$DQGVWUXFWXUDOFRKHVLRQIXQGV
x LQ QHJRWLDWLRQV RQ DFFHVVLRQ WR WKH (8 DWWHPSW WR DFKLHYH FRQGLWLRQV WKDW DUH LQ
DFFRUGDQFHZLWKWKHLQWHUHVWVRIWKHWUDQVIRUPDWLRQRI&]HFKVRFLHW\
x WRFORVHO\FRRSHUDWHZLWKRWKHUFDQGLGDWHFRXQWULHVQHJRWLDWLQJDFFHVVLRQWRWKH(8ZLWK
6ORYDNLDDQGQHLJKERXULQJ(8FRXQWULHV
x WRDFWLYHO\SDUWLFLSDWHLQWKHDFWLYLWLHVRILQWHUQDWLRQDORUJDQLVDWLRQVRIZKLFKWKH&5LVD
PHPEHU2(&’81(381&6’81(&(HWF
x VXEPLW WKH$DUKXV&RQYHQWLRQ WR WKH*RYHUQPHQWDQG3DUOLDPHQW IRU UDWLILFDWLRQE\ WKH
HQGRI


6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF

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
&RQWLQXRXV(FRQRPLF(YDOXDWLRQRI7DUJHWV
 (FRQRPLF DQDO\VLV RI HQYLURQPHQWDO SROLF\ REMHFWLYHV DQGPHDVXUHVZLOO EH FDUULHG
RXW RQ D FRQWLQXRXV EDVLV$W WKH VDPH WLPH WKHLU IHDVLELOLW\ZLOO EH DVVHVVHG LQ HFRQRPLF
WHUPVDQGLQWHUPVRIWKHWLPHDYDLODEOHIRUWKHLULPSOHPHQWDWLRQ
 7KHVHHFRQRPLFDQDO\VHVZLOODOVRLQFOXGHDQDVVHVVPHQWRISRWHQWLDOLQVWUXPHQWVIRU
DFKLHYLQJ WKH LQGLYLGXDO REMHFWLYHV RI HQYLURQPHQWDO SROLF\ ,QVWUXPHQWV ZLOO EH
UHFRPPHQGHGVRDVWRDFKLHYHWKHVHREMHFWLYHVDWORZHVWFRVW
 2Q WKH EDVLV RI WKHVH FRVW DQDO\VHV DQG UHFRPPHQGHG LQVWUXPHQWV WKH HFRQRPLF
IHDVLELOLW\ RI WKH LQGLYLGXDO REMHFWLYHV DQG WKH WLPHVFDOHV IRU DFKLHYLQJ WKHP ZLOO EH UH
DVVHVVHGDQGWKHLQGLYLGXDOREMHFWLYHVDQGSULRULWLHVZLOOEHUHILQHGDQGPRGLILHG

9,,,)LQDQFLQJ6WUDWHJ\
9,,,,QYHVWPHQWVLQ(QYLURQPHQWDO3URWHFWLRQ
 /RRNLQJ DW ORQJWHUP WUHQGV LQ RYHUDOO HQYLURQPHQWDO LQYHVWPHQWV LQ WKH &]HFK
5HSXEOLFWKHUHZDVDQLQLWLDOSKDVHRIUHODWLYHO\ORZLQYHVWPHQWIROORZHGE\DVOLJKWLQFUHDVH
WKDWUDSLGO\DFFHOHUDWHGDVDFRQVHTXHQFHRIDFFHSWDQFHRIWKH6WDWH(QYLURQPHQWDO3ROLF\DQG
QHZHQYLURQPHQWDO OHJLVODWLRQ ,Q VSLWHRI WKH UDSLG LQFUHDVH LQ LQYHVWPHQWH[SHQGLWXUHV IRU
HQYLURQPHQWDOSURWHFWLRQWKHUDWHRIJURZWKKDVIDOOHQVLQFHDQGJURZWKLVH[SHFWHGWR
VWRSFRPSOHWHO\LQEHFDXVHRIWKHFXOPLQDWLRQRIPHDVXUHVUHTXLUHGXQGHUWKH&OHDQ$LU
$FW$VDVKDUHRI*’3WKHVHLQYHVWPHQWVUHDFKHGDPD[LPXPLQDQGKDYHUHPDLQHG
VWDEOHVLQFHDWDOHYHORIDERXW
 7KHVKDUHRIHQYLURQPHQWDO LQYHVWPHQWV LQ WRWDO LQYHVWPHQWVKDVYDULHGDURXQGLQ
WKHODVWIHZ\HDUV7KLVLVDUHODWLYHO\ODUJHVKDUHRILQYHVWPHQWFRPSDUHGWRRWKHUFRXQWULHV
LQ(8FRXQWULHV–VHH$QQH[DQGLQDEVROXWHWHUPV7KLVVKDUHLVVHYHUDOWLPHVKLJKHU
LQ FRPSDQLHV ZKRVH RSHUDWLRQV ZHUH IRUPHUO\ XQVDWLVIDFWRU\ LQ UHODWLRQ WR HQYLURQPHQWDO
OHJLVODWLRQDQGRU WKDWZHUHREOLJHG WR UHPHG\SDVW HQYLURQPHQWDOGDPDJH+RZHYHUZKHQ
ZH FRPSDUH WKH DEVROXWH OHYHOV RI HQYLURQPHQWDO H[SHQGLWXUH LQ WKH &5 DQG DEURDG WKLV
H[SHQGLWXUHLVVHYHUDOWLPHVORZHULQWKH&5

9,,,6RXUFHVRI)LQDQFHIRU(QYLURQPHQWDO3URWHFWLRQ
 ,Q UHFHQW \HDUV DQXQDPELJXRXV DQG UHODWLYHO\ VKDUS GHFUHDVH FDQEH REVHUYHG LQ WKH
SURSRUWLRQRISXEOLFEXGJHWVDOORFDWHGIRUILQDQFLQJHQYLURQPHQWDOREMHFWLYHV2UJDQLVDWLRQV¶
RZQ LQWHUQDO UHVRXUFHV DQG FUHGLW DUH WKH NH\ VRXUFHV RI ILQDQFH IRU HQYLURQPHQWDO
LQYHVWPHQWV )XUWKHUPRUH LW LV DSSDUHQW WKDW WKLV LQFUHDVH KDV RFFXUUHG DORQJVLGH D VOLJKW
GHFUHDVHLQVWDWHVXSSRUWDQGDVKDUSGHFUHDVHLQIRUHLJQDVVLVWDQFH
 ,QYHVWPHQW LQ FROOHFWLRQ DQG WUHDWPHQW RI ZDVWH ZDWHU LV D SULRULW\ LQ ORFDO
HQYLURQPHQWDOEXGJHWV&=.ELOOLRQRIDWRWDORI&=.ELOOLRQLQ,WLVH[SHFWHG
WKDW WKLV DUHDZLOO DWWUDFW DQ HYHQ JUHDWHU SURSRUWLRQ RI ORFDO EXGJHWV LQ WKH QHDU IXWXUH DV
SUHOLPLQDU\ VWXGLHV RI WKH LPSDFW RI (8 DFFHVVLRQ LQ HQYLURQPHQW LQGLFDWH WKDW VXEVWDQWLDO
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

H[SHQGLWXUHZLOO EH QHHGHG LQ WKH&]HFK5HSXEOLF WR ILQDQFH WUHDWPHQW RIPXQLFLSDOZDVWH
ZDWHU

9,,,)XWXUH)LQDQFLQJ6WUDWHJ\
 7KH DERYH WUHQGV LQ LQYHVWPHQW H[SHQGLWXUHV DQG ILQDQFLQJ LQGLFDWH WKDW
HQYLURQPHQWDOLQYHVWPHQWVKDYHQRW\HWKDGDVLJQLILFDQWHIIHFWLQLQFUHDVLQJUHVRXUFHVIURP
SXEOLFEXGJHWV$VDUHVXOWRIKDUPRQLVDWLRQZLWK(8OHJLVODWLRQ LWZLOOEHQHFHVVDU\ WRVHW
QHZSULRULWLHVDQGWRFRQFHQWUDWHSDUWLFXODUO\RQZDWHUTXDOLW\ZKHUHPXQLFLSDOZDVWHZDWHU
WUHDWPHQW SODQWV DQG WKHLU DVVRFLDWHG VHZHUDJH V\VWHPVZLOO SUHGRPLQDWH DQG WKHUHZLOO EH
JUHDWHUSUHVVXUHRQVXSSRUWIURPSXEOLFIXQGV
 7KHJUHDWHVWVKDUHRIHQYLURQPHQWDOLQYHVWPHQWVDUHLQWKHIROORZLQJLQGXVWULDOVHFWRUV
GDWDIRUWRWDO&=.ELOOLRQ
x SURGXFWLRQDQGGLVWULEXWLRQRIHOHFWULFLW\JDVVWHDPDQGKRWZDWHU&=.ELOOLRQQ
x FKHPLFDOLQGXVWU\&=.ELOOLRQ
x PHWDOOXUJLFDOLQGXVWU\&=.ELOOLRQ
x SXOSSDSHUDQGFDUGERDUGLQGXVWU\&=.ELOOLRQ
x SXEOLFDGPLQLVWUDWLRQGHIHQFHVRFLDOVHFXULW\&=.ELOOLRQ
 $VDUHVXOWRI WKHFKDQJHLQSULRULWLHVPHQWLRQHGDERYHDVKLIW LQ WKHPDLQILQDQFLDO
EXUGHQ LV H[SHFWHG IURP WKRVH VHFWRUV WKDWZHUH UHTXLUHG WR LPSOHPHQWPHDVXUHV XQGHU WKH
&OHDQ $LU $FW WR SXEOLF ERGLHV IRU PXQLFLSDO H[SHQGLWXUHV LQ FRQQHFWLRQ ZLWK ZDWHU
SURWHFWLRQ
 &RPSDULVRQRINH\DUHDVOHDGVWRWKHIROORZLQJFRQFOXVLRQV
 $VPXFKDVRI WKH ILQDQFLQJ IRUDWPRVSKHULFSURWHFWLRQ LQZDV IXQGHG
IURPRZQUHVRXUFHVDQGFUHGLW&RPSOLDQFHZLWK WKH OLPLWV ODLGGRZQ LQ WKH&OHDQ$LU$FW
ZDV DFKLHYHG SULPDULO\ WKURXJK IXQGLQJ IURP SROOXWHUV¶ RZQ UHVRXUFHV ZLWK PLQLPDO
DVVLVWDQFHIURPWKHVWDWH7KHFRQVHTXHQW LQYHVWPHQWVZHUHQRWRQO\DGLUHFWEXUGHQ
RQWKHDIIHFWHGFRPSDQLHVEXWPD\DOVRKDYHOHGWRDZHDNHQLQJRIWKHLUSRVLWLRQLQJOREDO
PDUNHWVDQGFRQVHTXHQWO\KDYHFRQWULEXWHGWRGLIILFXOWLHVLQEXVLQHVVHVGHSHQGHQWXSRQWKHP
2QWKHRWKHUKDQGWKH$FWGLGQRWOHDGWRUHTXLUHPHQWVIRUVWDWHVXSSRUWZKLFKH[SODLQVWKH
UHODWLYH ODFN RI SUREOHPV LQ FRPSO\LQJ ZLWK WKH &OHDQ $LU $FW LQ UHODWLRQ WR ILQDQFLDO
DVVLVWDQFHIURPSXEOLFEXGJHWV
 7KHVKDUHRIDWPRVSKHULFSURWHFWLRQLQYHVWPHQWVLQRYHUDOOHQYLURQPHQWDOLQYHVWPHQWV
SHDNHG LQ  DW  D VHFRQG SHDN IRU LQYHVWPHQWV LQ WKLV DUHD LV H[SHFWHG WR EH
REVHUYHGLQVWDWLVWLFVEHLQJWKHGHDGOLQHIRULPSOHPHQWDWLRQRIPHDVXUHVUHTXLUHG
E\$FW1R&ROO
 7KH VKDUH RI H[SHQGLWXUHV E\ WKH 6WDWH (QYLURQPHQWDO )XQG 6() LQ DWPRVSKHULF
SURWHFWLRQLQFOXGLQJWKH$LU3URWHFWLRQ3URJUDPPHHTXDOOHGLQLQDEVROXWH
WHUPV DERXW&=. EQ DQG  LQ  LQ DEVROXWH WHUPV DERXW&=. EQ
)URP SXEOLF EXGJHWV D WRWDO RI &=.  EQZHUH GLUHFWHG LQ  WR VXSSRUW DWPRVSKHULF
SURWHFWLRQWKURXJKJUDQWVDQGORDQV
6WDWH(QYLURQPHQWDO3ROLF\&]HFK5HSXEOLF
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 ,Q XVLQJ ILQDQFH IURP (8 SUHVWUXFWXUDO IXQGV SUHIHUHQFH ZLOO EH JLYHQ WRPRGHUQ
HIILFLHQW VRXUFHV RI HQHUJ\ DQG KHDW LQFOXGLQJ UHQHZDEOH VRXUFHV DQG HVSHFLDOO\ WR WKRVH
ZLWKDIDYRXUDEOHLPSDFWRQWKHHQYLURQPHQWDWDORFDODQGUHJLRQDOOHYHO
 ,W LV H[SHFWHG WKDWZDWHU SURWHFWLRQ ZLOO EHFRPH D SULRULW\ LQ WKH WUDQVLWLRQ SHULRG
OHDGLQJXSWR(8DFFHVVLRQ7KHVKDUHRIZDWHUSURWHFWLRQLQYHVWPHQWVLQWRWDOHQYLURQPHQWDO
LQYHVWPHQWVKDVJUDGXDOO\GHFUHDVHGIURPDWWKHEHJLQQLQJRIWKHVWRDERXWLQ
 DQG  ,Q  WKH VKDUH RI ILQDQFLQJ IURP RZQ UHVRXUFHV DQG FUHGLW LQ ZDWHU
SURWHFWLRQLQYHVWPHQWVZDVDQGWKHVKDUHRIVWDWHILQDQFLQJZDV
 $QLQFUHDVHLQILQDQFLDOUHVRXUFHVIURPSXEOLFEXGJHWVZLOOEHUHTXLUHGSDUWLFXODUO\LQ
FRQQHFWLRQ ZLWK LPSOHPHQWLQJ RI (8 OHJLVODWLRQ LQ WKH VSKHUH RI ZDWHU SURWHFWLRQ
5HTXLUHPHQWVRQZDVWHZDWHU WUHDWPHQWSODQWVDQG VHZHUDJH V\VWHPVDUHQRWRQO\EHFRPLQJ
QHZSULRULWLHVEXWDOVRFRQVWLWXWHVLJQLILFDQWGHPDQGVRQVXSSRUWIURPSXEOLFIXQGV
 $WSUHVHQWWKHVKDUHRIHQYLURQPHQWDOH[SHQGLWXUHVIURPWKHVWDWHEXGJHWGHYRWHGWR
ZDWHUSURWHFWLRQLVHTXDOLQDEVROXWHWHUPVWR&=.P,QDQGWKHVKDUH
RI 6() H[SHQGLWXUHV LQ ZDWHU SURWHFWLRQ ZDV DERXW   LQ  DQG  DQG
H[SHQGLWXUHVLQWKHSHULRGHTXDOOHGDERXW&=.EQ
 )LQDQFLQJRIZDVWHPDQDJHPHQWFDQEHFKDUDFWHULVHGDVVWDEOHKHUHWKHVKDUHRIRZQ
UHVRXUFHV DQG FUHGLW LQ  ZDVWH PDQDJHPHQW LQYHVWPHQWV HTXDOOHG  ZLWK VWDWH
DVVLVWDQFH FRUUHVSRQGLQJ WR 7KH VKDUH RIZDVWHPDQDJHPHQW LQYHVWPHQWV LQ RYHUDOO
HQYLURQPHQWDO LQYHVWPHQWV LQFUHDVHG IURP LQ WR LQ7KHYROXPHRI
IXQGV LQYHVWHGE\ WKH6() LQZDVWHPDQDJHPHQWKDVGHFUHDVHGVLQFH IURP&=.
PLOOLRQ LQ WR&=.PLOOLRQ LQ  ,Q  D WRWDO RI&=. EQZDV LQYHVWHG
WKURXJKJUDQWVDQGORDQVIURPSXEOLFEXGJHWV
 7KHREOLJDWLRQRQSURGXFHUVWRWDNHEDFNVHOHFWHGSURGXFWVDQGZDVWHZLOOOHDGWRDQ
LQFUHDVHLQLQYHVWPHQWVRIDERXW&=.EQDQQXDOO\RYHUWKHQH[WWKUHH\HDUV+RZHYHULW
LVH[SHFWHGWKDWWKHVHH[SHQGLWXUHVZLOOQRWEHPHWE\WKHVWDWHDVWKHFRVWVUHVXOWIURPDOHJDO
REOLJDWLRQ ,W LV QHYHUWKHOHVV SRVVLEOH WKDW LQ VRPH FDVHV LQYHVWPHQWV ZLOO EH FRILQDQFHG
IURPPXQLFLSDOEXGJHWV

&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

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
 7KH6WDWH(QYLURQPHQWDO3ROLF\RIWKH&]HFK5HSXEOLFLVEHLQJIRUPXODWHGDWDWLPH
RILQWHQVLYHSUHSDUDWLRQVIRU(8DFFHVVLRQDWDWLPHZKHQWKH&5PXVWFRPSO\ZLWKDEURDG
UDQJHRI FRPPLWPHQWV IURP LQWHUQDWLRQDO HQYLURQPHQWDO FRQYHQWLRQV DQGDW D WLPHZKHQ D
QHZVWDJH LQ WKHYLWDOO\QHHGHG LPSURYHPHQWRIHQYLURQPHQWDOTXDOLW\ LVEHLQJ LQLWLDWHG IRU
PDQ\ HQYLURQPHQWDO SDUDPHWHUV 7KH FXUUHQW UHFHVVLRQ DQG WKH VORZGRZQ RU VWDOOLQJ RI
HFRQRPLF JURZWK DOVR SOD\ D UROH$OO WKHVH IDFWRUV GHOLQHDWH WKH ERXQGDULHVZLWKLQZKLFK
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&21&/86,216

+DUPRQLVDWLRQDQG,PSOHPHQWDWLRQRI(8/HJLVODWLRQ
 7KHTXDQWLWDWLYHWDUJHWVRIWKH6(3VHWEHWZHHQWKHRSWLPXPDQGEDVHOLQHVFHQDULRV
UHIOHFW WKH EDVLF UHTXLUHPHQWV IRU WKH SUHSDUDWLRQ RI WKH&5 IRU DFFHVVLRQ WR WKH (XURSHDQ
8QLRQEDVHGRQWUDQVSRVLWLRQDQGLPSOHPHQWDWLRQRI(8HQYLURQPHQWDOOHJLVODWLRQDQG
LPSURYLQJVWDQGDUGVRIHQYLURQPHQWDOTXDOLW\7KH&]HFK5HSXEOLFLVJUDSSOLQJZLWKWKH
SUREOHP RI WKH OLPLWHG DELOLW\ RI WKH VWDWH DGPLQLVWUDWLRQ WR LPSOHPHQW QHZ HQYLURQPHQWDO
OHJLVODWLRQ1HZWDVNVUHVXOWLQJIURPWKHLPSOHPHQWDWLRQRI(8HQYLURQPHQWDOOHJLVODWLRQZLOO
UHTXLUH  WR  QHZ VWDII 7KH FRVWV RI VWUHQJWKHQLQJ DQG SUHSDULQJ WKH VWDWH
DGPLQLVWUDWLRQ DUH HVWLPDWHG DW DERXW 0(85 WR WKH \HDU  ZKLFK LV DSSUR[LPDWHO\
RIWRWDOHQYLURQPHQWDOH[SHQGLWXUHVIRUWKLVSHULRGDQGDERXWRILQFUHPHQWDOFRVWV

6\VWHPDWLF8SGDWLQJRIWKH6WDWH(QYLURQPHQWDO3ROLF\
 7KH6(3 FRQVWLWXWHV DQ RQJRLQJSURFHVV DQG FDQQRWEH WKH UHVXOW RI D RQFHRII
LQLWLDWLYH)RUHQYLURQPHQWDOSROLF\PDNLQJWREHHIIHFWLYH LWPXVWFRQWLQXDOO\UHDFWWR
WKH G\QDPLFV RI GRPHVWLF DQG LQWHUQDWLRQDO GHYHORSPHQWV LQ WKH HQYLURQPHQW DQG
VXVWDLQDEOH GHYHORSPHQW DQG PXVW FRQIURQW DFWXDO WUHQGV ZLWK YDULRXV GLIIHUHQW
VFHQDULRV1RQJRYHUQPHQWDORUJDQLVDWLRQVDQGWKHSURIHVVLRQDODQGJHQHUDOSXEOLFKDYH
DQLPSRUWDQWUROHLQPRQLWRULQJDQGXSGDWLQJWKH6(3,QXSGDWLQJWKH6(3WKH0R(
ZLOOXVHV\VWHPDWLFZRUNRQµ6WUDWHJLF$SSURDFKHVWR5HVROYLQJ(QYLURQPHQWDO,VVXHV¶
WRJHWKHUZLWKWKHUHOHYDQWGDWDEDVHVDVHIIHFWLYHLQWHUQDOWRROV


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6RPHRULJLQDO&]HFKDFURQ\PVZKHUHGLIIHUHQWDUHLQFOXGHGLQSDUHQWKHVHV

$FTXLVFRPPXQDXWDLUH VHHHQYLURQPHQWDO$DFTXLVFRPPXQDXWDLUH
$23. $JHQF\IRU1DWXUHDQG/DQGVFDSH3URWHFWLRQ
%5 %LNHDQG5LGH6\VWHPFRPELQHGV\VWHPRIELF\FOHDQG
SXEOLFWUDQVSRUW
&%’ &RQYHQWLRQRQ%LRORJLFDO’LYHUVLW\
&(,ý,ä3 &]HFK(QYLURQPHQW,QVSHFWLRQ
&)& FKORURIOXRURFDUERQV
&,7(6 &RQYHQWLRQRQ,QWHUQDWLRQDO7UDGHLQ(QGDQJHUHG6SHFLHVRI
:LOG)DXQDDQG)ORUD
&/57$3 &RQYHQWLRQRQ/RQJ5DQJH7UDQVERXQGDU\$LU3ROOXWLRQ
&5 &]HFK5HSXEOLF
’$76(6Ò6(6 GHVLJQDWHGDUHDVWHUULWRULDOV\VWHPVRIHFRORJLFDOVWDELOLW\
(& (XURSHDQ&RPPXQLW\
(&( (FRQRPLF&RPPLVVLRQIRU(XURSH
(&5ä3ý5 HQYLURQPHQWRIWKH&]HFK5HSXEOLF
(($ (XURSHDQ(QYLURQPHQWDO$JHQF\
(+6((&(+6 (XURSHDQ(FRQRPLF&RPPXQLW\
((&21(7 (XURSHDQ(FRORJLFDO1HWZRUN
(,$ HQYLURQPHQWDOLPSDFWDVVHVVPHQW
(,21(7 (XURSHDQ,QIRUPDWLRQDQG2EVHUYDWLRQ1HWZRUN
(0$6 (FRQYLURQPHQWDO0DQDJHPHQWDQG$XGLW6FKHPH
(06 (QYLURQPHQWDO0DQDJHPHQW6\VWHP
HQYLURQPHQWDODFTXLV
FRPPXQDXWDLUH
(8HQYLURQPHQWDOSURWHFWLRQOHJLVODWLRQ
(352(&’ 2(&’(QYLURQPHQWDO3HUIRUPDQFH5HYLHZ
(8 (XURSHDQ8QLRQ
(85 (XUR(XURSHDQ8QLRQVLQJOHFXUUHQF\
(85$720 (XURSHDQ$WRPLF(QHUJ\$VVRFLDWLRQ
*02 JHQHWLFDOO\PRGLILHGRUJDQLVPV
+5,9Ò2= +RUWLFXOWXUDO5HVHDUFK,QVWLWXWH
,($ ,QWHUQDWLRQDO(QHUJ\$JHQF\
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\

,33& ,QWHJUDWHG3ROOXWLRQ3UHYHQWLRQDQG&RQWURO
,62 &6(1,626WDQGDUG–(QYLURQPHQWDO
0DQDJHPHQW6\VWHPV
,63$ ,QVWUXPHQWIRU6WUXFWXUDO3ROLFLHVIRU3UH$FFHVVLRQ
/&$ /LIH&\FOH$VVHVVPHQW
/873’Ò3’ ODQGXVHWHUULWRULDOSODQQLQJGRFXPHQWV
0,7032 0LQLVWU\RI,QGXVWU\DQG7UDGH
0R$0=H 0LQLVWU\RI$JULFXOWXUH
0R(0ä3 0LQLVWU\RIWKH(QYLURQPHQW
0R+0=G 0LQLVWU\RI+HDOWK
05/’005 0LQLVWU\IRU5HJLRQDO/RFDO’HYHORSPHQW
06:60:7.2 VROLGPXQLFLSDOVROLGZDVWH
1(+$3 1DWLRQDO(QYLURQPHQWDO+HDOWK$FWLRQ3ODQ
13.IHUWLOLVHUVIHUWLOL]HUV FRPELQHGIHUWLOLVHUVIHUWLOL]HUVFRQWDLQLQJQLWURJHQ
SKRVSKRUXVDQGSRWDVVLXP
2(&’ 2UJDQLVDWLRQ2UJDQL]DWLRQIRU(FRQRPLF&RRSHUDWLRQDQG
’HYHORSPHQW
35 3DUNDQG5LGH6\VWHP
3$+3$8 SRO\F\FOLFDURPDWLFK\GURFDUERQV
3&% SRO\FKORULQDWHGELSKHQ\OV
3KDUH 3RODQGDQG+XQJDU\$VVLVWDQFHLQ5HVWUXFWXULQJWKHLU
(FRQRPLHV–3URJUDPPH3URJUDPRIDVVLVWDQFHIURPWKH
(XURSHDQ8QLRQWRWKHFRXQWULHVRI&HQWUDODQG(DVWHUQ
(XURSH
3/$&+.2 3URWHFWHG/DQGVFDSH$UHD
31:$$&+23$9 SURWHFWHGQDWXUDOZDWHUDFFXPXODWLRQDUHD
323 SHUVLVWHQWRUJDQLFSROOXWDQWV
3575 3ROOXWLRQ5HOHDVHDQG7UDQVSRUW5HJLVWHU
UHWDLO FUHDWLRQRIDZKROHVDOHDQGUHWDLOQHWZRUNIRUSUHIHUHQWLDO
SXUFKDVHDQGVDOHRIHQYLURQPHQWDOO\IULHQGO\SURGXFWV
5(==2 5HJLVWHURI$LU3ROOXWLRQ6RXUFHV
6$3$5’ 6XSSRUWIRU3UH$FFHVVLRQ0HDVXUHVIRU$JULFXOWXUHDQG
5XUDO’HYHORSPHQW
VFUHHQLQJ VFUHHQLQJRIWKHOHJLVODWLRQRIFDQGLGDWHFRXQWULHVIURPWKH
VWDQGSRLQWRIKDUPRQLVDWLRQKDUPRQL]DWLRQZLWK(8
OHJLVODWLRQ
6(,$ 6WUDWHJLFHQYLURQPHQWDODVVHVVPHQW(,$VHH(,$

6(3 6WDWH(QYLURQPHQWDO3ROLF\
6(9(62,, ’LUHFWLYHRQWKHFRQWURORIPDMRUDFFLGHQWKD]DUGVLQYROYLQJ
GDQJHURXVVXEVWDQFHV
7(0386 (8HGXFDWLRQDOSURJUDPPHSURJUDPIRUHGXFDWLRQDQG
WUDLQLQJ
81&(’ 8QLWHG1DWLRQV&RQIHUHQFHRQ(QYLURQPHQWDQG
’HYHORSPHQW
81&6’ 8QLWHG1DWLRQV&RPPLVVLRQIRU6XVWDLQDEOH’HYHORSPHQW
81)&&& 8QLWHG1DWLRQV)UDPHZRUN&RQYHQWLRQRQ&OLPDWH&KDQJH
81(3 8QLWHG1DWLRQV(QYLURQPHQWDO3URJUDPPH3URJUDP
92&V YRODWLOHRUJDQLFFRPSRXQGV

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
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
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
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
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RI$SULO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
RQWKH’UDIW6WDWH(QYLURQPHQWDO3ROLF\

 7KH*RYHUQPHQWKHUHE\
 ,5HFRJQLVHV
 WKH 6WDWH (QYLURQPHQWDO 3ROLF\ FRQWDLQHG LQ 3DUW ,,, RI WKH PDWHULDO
VXEPLWWHGDVPRGLILHGE\WKHFRPPHQWVRIWKH*RYHUQPHQWKHUHLQDIWHUWKH
µ6WDWH3ROLF\µ
 WKHVHWRIVHOHFWHGTXDQWLILHGWDUJHWVDQGWDVNVWKDWUHVXOWIURPWKLVPDWHULDO
DQGZKLFKFRQVWLWXWHDQ$QQH[WRWKLV’HFLVLRQ
,, HQWUXVWVWKH&KDLUPDQRIWKH*RYHUQPHQWZLWKVXEPLVVLRQRIWKH6WDWH3ROLF\WR
WKH &KDLUPDQ RI WKH 3DUOLDPHQWDU\ $VVHPEO\ RI WKH &]HFK 5HSXEOLF DQG
&KDLUPDQRI WKH6HQDWHRI WKH3DUOLDPHQWRI WKH&]HFK5HSXEOLFDV LQIRUPDWLRQ
IRUWKHUHOHYDQW3DUOLDPHQWDU\&RPPLWWHHVRIWKH&]HFK5HSXEOLF
,,, FDQFHOV *RYHUQPHQW ’HFLVLRQ RI $XJXVW   1R  RQ WKH 6WDWH
(QYLURQPHQWDO3ROLF\
,9 UHTXLUHV WKDW WKH0LQLVWHU RI WKH (QYLURQPHQW RQ WKH EDVLV RI IXUWKHU VWUDWHJLF
PDWHULDOV DQG VHFWRUDO SROLFLHV DV DVVHVVHG IRU WKHLU HQYLURQPHQWDO LPSDFW
SXUVXDQW WR SDUDJUDSK  RI/DZ1R &ROO RQ HQYLURQPHQWDO LPSDFW
DVVHVVPHQW VXEPLW WR WKH *RYHUQPHQW E\ ’HFHPEHU   D GHWDLOHG
VSHFLILFDWLRQRIWDUJHWVDQGWDVNVUHVXOWLQJIURPWKH6WDWH3ROLF\RIWKHWLPHWDEOHV
IRUWKHLULPSOHPHQWDWLRQDQGRIWKHSDUWLHVZKRZLOOXQGHUWDNHWRDFKLHYHWKHP

7REHXQGHUWDNHQE\
7KH&KDLUPDQRIWKH*RYHUQPHQW
7KH0LQLVWHURIWKH(QYLURQPHQW

 &KDLUPDQRIWKH*RYHUQPHQW
 0LORª=HPDQ0(QJ
 DUHSUHVHQWHGE\9ODGLPtUâSLGOD3K’
 VW9LFH&KDLUPDQRIWKH*RYHUQPHQW

7+(*29(510(172)7+(&=(&+5(38%/,&
 $QQH[
 WR*RYHUQPHQW’HFLVLRQ
 RI$SULO1R


2YHUYLHZRI6HOHFWHG4XDQWLILHG7DUJHWVDQG2EMHFWLYHVE\,PSOHPHQWLQJ’HSDUWPHQW


7REHFDUULHGRXWE\WKH0LQLVWU\RIWKH(QYLURQPHQW
x SUHSDUHDQGLQWURGXFHDPHWKRGIRUULVNDVVHVVPHQWRISDVWHQYLURQPHQWDOGDPDJHE\WKH
\HDU
x SUHSDUHDQHZ$FWRQ:DVWHDQGUHODWHGLPSOHPHQWLQJUHJXODWLRQVLQFOXGLQJDUHJXODWLRQ
RQ WUDQVERXQGDU\ PRYHPHQW RI ZDVWH – WR EH FDUULHG RXW E\ WKH 0LQLVWU\ RI WKH
(QYLURQPHQWLQDQGWRFRPHLQWRHIIHFWIURP-DQXDU\
x PRGHUQLVH WKH6WDWH$LU4XDOLW\0RQLWRULQJ DQG:DUQLQJ6\VWHP IRUPRQLWRULQJR]RQH
DQGDLUERUQHSDUWLFXODWHVE\WKHHQGRI
x SUHSDUH DQG LPSOHPHQW E\ WKH HQG RI  ’LUHFWLYH (& ,33& RQ LQWHJUDWHG
SROOXWLRQSUHYHQWLRQ DQG FRQWURO IRU QHZHTXLSPHQW WR EH YDOLG IRU H[LVWLQJ HTXLSPHQW
IURP
x E\UHPHG\GDPDJHFDXVHGE\WKHSUHVHQFHRIIRUHLJQDUPLHV


7REHFDUULHGRXWE\WKH0LQLVWU\RIWKH(QYLURQPHQWLQFRRSHUDWLRQZLWKRWKHUV
x LQDFFRUGZLWKVLJQLQJRIWKH.\RWR3URWRFROPDLQWDLQHPLVVLRQVRIJUHHQKRXVHJDVHVDWD
OHYHO DW OHDVW  ORZHU WKDQ WKH  OHYHO LQ WKH \HDUV  DQG IURP WKH \HDU
PDLQWDLQHPLVVLRQVRIWKHVHJDVHVSHUPDQHQWO\DWDOHYHOORZHUWKDQLQ
x SUHSDUHDQGVXEPLW WR WKH*RYHUQPHQWDQG3DUOLDPHQWD%LOORQHQHUJ\PDQDJHPHQWE\
WKH\HDU
x E\ WKH \HDU  LQFUHDVH WKH SHUFHQWDJH RI WKH SRSXODWLRQ FRQQHFWHG WR VHZHUDJH
V\VWHPVIURPLQWRDQGWUHDWDWOHDVWRIWKLVZDVWHZDWHU
x SUHSDUHQRLVHPDSVIRUDOOWRZQVZLWKPRUHWKDQLQKDELWDQWVE\WKH\HDUDQG
XSGDWHWKHPHYHU\\HDUV
x LPSURYHGDWDFROOHFWLRQDQG VXEPLVVLRQRI UHSRUWVRQ WKHSUHVHQFHRIKHDY\PHWDOV DQG
RWKHU KD]DUGRXV VXEVWDQFHV LQFOXGLQJ DLUERUQH SDUWLFXODWHV DQG SHUVLVWHQW RUJDQLF
SROOXWDQWVLQWKHDWPRVSKHUHE\WKH\HDU
x IRUPXQLFLSDOSROOXWLRQVRXUFHVDFKLHYHDVWDWHLQZKLFKZDVWHZDWHUZLOOEHPHFKDQLFDOO\
DQGELRORJLFDO WUHDWHG IRU DOO VHWWOHPHQWV DERYH HTXLYDOHQW LQKDELWDQWV E\ WKH \HDU

x GHFUHDVHWKHVKDUHRIZDWHUFRXUVHVFODVVLILHGLQZDWHUTXDOLW\EDQGVµKLJKO\SROOXWHG¶DQG
µYHU\KLJKO\SROOXWHG¶IURPWKHFXUUHQWILJXUHRIDSSUR[LPDWHO\WRRIWKHRYHUDOO
OHQJWKRIPRQLWRUHGZDWHUFRXUVHV
&]HFK5HSXEOLF6WDWH(QYLURQPHQWDO3ROLF\
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